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The following rules relate to self-regulatory organi- 
zation rule proposals and/or adoptions. 
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34-5844 ADOPTION OF NEW SCHEDULE 


14D-1 AND THE AMENDMENT OF 


EXISTING RULE 14d-1 WHICH RE- 
LATE TO THE FILING AND DIS- 
CLOSURE REQUIREMENTS OF PER- 
SONS MAKING TENDER OFFERS 
SUBJECT TO SECTION 14(d) OF THE 
SECURITIES EXCHANGE ACT OF 


PROPOSED RULE 204-4 DEALING 
WITH INVESTMENT ADVISER DIS- 
CLOSURE AND RECORDKEEPING 
REQUIREMENTS 


PROPOSED AMENDMENTS TO 
FORM ADV, THE REGISTRATION 
FORM UNDER THE INVESTMENT 
ADVISERS ACT OF 1940 FOR INVEST- 
MENT ADVISERS. AT THE SAME 
TIME, THE COMMISSION IS PRO- 
POSING FORM ADV-S WHICH 
WOULD REQUIRE REGISTERED IN- 
VESTMENT ADVISERS TO MAKE 
AN ANNUAL FILING WHICH WOULD 
PROVIDE CERTAIN INFORMATION 
ON A CURRENT BASIS. 

[Both 1A-601 and IA-602 carry the 
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same file number when commenting 
refer to File No. S7-712—Comment 
Period Expires September 30, 1977] .. 


PROPOSED RULES, FORM AND 
AMENDMENT TO FORM WHICH 
WOULD BE USED BY CERTAIN RE- 
GISTERED INVESTMENT COM- 
PANIES IN REQUESTING COMMIS- 
SION ORDERS. DECLARING THAT 
SUCH COMPANIES CEASED TO BE 
INVESTMENT COMPANIES AND RE- 
QUIRING SPECIFIED INFORMATION 
IN QUARTERLY REPORTS 














SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5843/July 15, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12758/July 15, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20112/July 15, 1977 


TRUST INDENTURE ACT OF 1939 
Release No. 476/July 15, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9851/July 15, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 596/July 15, 1977 


DELEGATION OF AUTHORITY TO FURNISH COPIES 
OF FORMAL ORDERS 


AGENCY: Securities and Exchange Commission 


ACTION: Final Rule 

SUMMARY: _In the interests of increased administra- 
tive efficiency, the Commission has delegated to 
Regional Administrators, Division Directors, Associate 
Directors and Assistant Directors authority to decide 
whether to furnish to witnesses copies of formal orders 
of investigation. Formerly this authority was limited to 
Division Directors. The amendment will relieve the 
Division Directors of a needless expenditure of time, 
and yet insure that the decision to grant these requests 
will be exercised by experienced senior personnel of the 
Commission. 


FOR FURTHER INFORMATION CONTACT: Thomas 
D. Hamill, Chief Counsel, Division of Enforcement, 
Securities and Exchange Commission, 500 North 
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Capitol Street, Washington, D.C. 20549 (202) 376-8131. 


SUPPLEMENTARY INFORMATION: Under Rule 7 
of the Commission’s Rules Relating to Investigations, a 
witness shall, upon request, be shown a copy of the 
order of investigation. Prior to this amendment, the 
Rule further provided that witnesses shall not be 
provided with copies for their retention except with the 
express approval of the Director of the Division or 
Divisions conducting the investigation. As amended, 
the Rules authorizes Regional Administrators, and 
Associate and Assistant Directors of concerned 
Divisions, as well as Directors, to make this decision. 


In view of the fact that this amendment relates solely to 
agency organization, procedure or practice, the 
Commission finds that notices and procedures under 5 
U.S.C. 533 are unnecessary. Accordingly, 17 CFR Part 
203 is amended by revising paragraph (a) of §203.7 to 
read as follows: 


§203.7 Rights of witnesses. 


(a) Any person who is compelled or requested to 
furnish documentary evidence or testimony at a formal 
investigative proceeding shall upon request be shown 
the Commission’s order of investigation. Copies of 
formal orders of investigation shall not be furnished, 
for their retention, to such persons requesting the same 
except with the express approval of a Regional 
Administrator, or a Director, Associate Director o1 
Assistant Director of the Division or Divisions 
conducting or supervising the investigation. Such 
approval shall not be given unless the person granting 
such approval, in his discretion, is satisfied that there 
exist reasons consistent both with the protection of 
privacy or persons involved in the investigation and 
with the unimpeded conduct of the investigation. 


(15 U.S.C. 77s, 78w, 79t, 77sss, 80a-37, 80b-11). 


By the Commission. 


George A. Fitzsimmons 
Secretary 


Dated: July 15, 1977 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13787/July 21, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9862/July 21, 1977 





FILING AND DISCLOSURE REQUIREMENTS RE- 
,LATING TO TENDER OFFERS 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rule. 

SUMMARY: The Commission announces: 1) the 
adoption of a new schedule which sets forth the 
disclosure requirements for persons making certain 
tender offers; and 2) the amendment of an existing 
rule to implement the filing of the schedule with the 
Commission and to specify the disclosure items 
contained in the schedule which are to be included or 
summarized in the information published, sent or given 
to security holders in connection with such tender 
offers. These actions, which are necessary in light of 
the dynamic nature of tender offers, are intended to 
augment the present statutory requirements by 
providing necessary disclosure to investors to enable 
them to make informed decisions in connection with a 
tender offer. The adoption of the schedule is part of the 
Commission’s plan to replace its emergency rules 
under the Williams Act with a comprehensive 
regulatory framework with respect to tender offers. 


EFFECTIVE DATE: August 31, 1977. 


FOR FURTHER INFORMATION CONTACT: John 
Huber, Office of Disclosure Policy and Proceedings, 
Division of Corporation Finance, Securities and 
Exchange Commission. 500 North Capitol Street, 
Washington, D.C. 20549 (202/755-1750). 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced the 
adoption of new Schedule 14D-1 [17 CFR 240.14d-100] 
and the amendment of existing Rule 14d-1 [17 CFR 
240.14d-1] which relate to the filing and disclosure 
requirements of persons making tender offers subject 
to Section 14(d) of the Securities Exchange Act of 1934 
(‘Exchange Act’’)[15 U.S.C. 78a et seq., as amended 
by Pub. L. No. 94-29 (June 4, 1975)]. These actions 
effectuate an intention previously announced by the 
Commission! to adopt separate schedules for reporting 
acquisitions subject to Section 13(d)(1) of the Exchange 
Act and for tender offers subject to Section 14(d)(1) of 
that Act. In order to facilitate an orderly transition to 
the use of separate schedules, the Commission today 
amended existing Schedule 13D [17 CFR 240.13d-101] 
and also announced that these actions will become 
effective concurrently with its beneficial ownership 
rules and schedules?on August 31, 1977. By adopting a 





‘Exchange Act Release No. 34-12676 (August 2, 1976) 
(41 FR 33004). 


2Exchange Act Release No. 34-13291 (February 24, 


separate Tender Offer Statement on Schedule 14D-1 at 
this time, the Commission anticipates the necessity of 
only one change over, viz. from Schedule 13D to 
Schedule 14D-1, and has attempted to avoid the 
unnecessary burden of requiring two change overs, viz. 
fromthe Schedule 13D in effect prior to August 31. 
1977 to amended Schedule 13D and then again to 
Schedule 14D-1. 


These actions are intended to provide more meaningful 
disclosure to security holders whose securities are 
being sought in certain tender offers. However, in 
taking these actions, the Commission has been mindful 
that any efforts to benefit investors in the context of 
tender offers should be made without unnecessarily 
tipping the balance of regulation in favor of either the 
person making the tender offer (the ‘‘bidder’’) or the 
management of the company whose securities are 
being sought (the ‘‘subject company’’). 


The disclosure requirements embodied in Schedule 
14D-1 and the amendments to existing Rule 14d-1 are 
primarily based on the proposed rules and schedules 
relating to tender offers which were published for 
comment by the Commission in 1976.* While Schedule 
14D-1 has been adopted separately from the other 
tender offer proposals, it should be particularly noted 
that the other proposals have not been withdrawn by 
the Commission. Subsequent to the completion of the 
revision of certain of these proposals in response to the 
comment letters received from the public, the Commis- 
sion presently anticipates further rulemaking action. At 
that time, the existing rules under Section 14(d)(1), 
with the exception of Schedule 14D-1, will be replaced 
by permanent rules and related schedules. 


BACKGROUND 


The Williams Act Amendments,’ P.L. 90-439, provided 
for federal regulation of tender offers. The purpose of 
this federal regulation was to provide investor 
protection by requiring disclosure of material 
information and by affording substantive protection to 
shareholders> 


Congress considered the situation whereby a 
shareholder who was faced with making an investment 





1977) (42 FR 12342). 


3Exchange Act Release No. 34-12676 (August 2, 1976) 
(41 FR 33004). 


4Sections 13(d), 13(e), 14(d), 14(e), and 14(f) of the 
Exchange Act. 


5S. Rep. No. 550, 90th Cong., 1st Sess. 1 (1976). 
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decision in the context of a tender offer without 
adequate information as being ‘‘precisely the kind of 
dilemma which our Federal securities laws are designed 
to prevent.’’® Therefore, by providing for full dis- 
closure, Congress acted ‘‘to correct the current gap in 
our securities laws.’’? 


While the primary objective of the Williams Act was to 
provide investor protection, Congress also recognized 
that ‘‘takeover bids should not be discouraged’’® and 
and that the act should be administered in an 
even-handed way ‘‘to avoid tipping the balance of 
regulation either in favor of management or in favor of 
the person making the takeover bid.’’? Thus, the act 
was designed to: 


. . require full and fair disclosure for the benefit of in- 
vestors while at the same time providing the offeror and 
management equal opportunity to fairly present their 
case.'° 


In order to immediately implement this statutory 
framework, the Commission adopted emergency rules 
and regulations under the Williams Act.'’ Subsequent 
to the passage of the 1970 Williams Act Amendments, 
P.L. 91-567, the Commission amended these emer- 
gency rules.'2 

In November and December 1974, the Commission 
conducted a Public Fact-Finding Investigation in the 
Matter of Beneficial Ownership, Takeovers and 
Acquisitions by Foreign and Domestic Persons 
(‘Tender Offer Hearings’’).'3 The written and oral 





Sid. at 2. 
7\d. at 4. 
Sid. at 3. 
9 Id. 


101g, 


11 Exchange Act Release No. 8370 (July 30, 1968) (33 
FR 11015) amended by Release No 8392 (August 30, 
1968) (33 FR 13036). See also Release No. 8556 (March 
24, 1969) (34 FR 6101). 


12 Exchange Act Release No. 9060 (January 18, 1971) 
(36 FR 976). The Commission has also adopted rules 
relating to shorttendering of securities [17 CFR 240. 
10b-4] and purchases during a tender offer by a bidder 


other than pursuant to such offer [17 CFR 240.10b- 
13]. 


13Securities Act 


Release Nos. 5529 


(September 9, 
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testimony of witnesses and letters of comment high- 
lighted certain issued regarding tender offers and the 
need for rulemaking action by the Commission. 


On the basis of the Tender Offer Hearings, Congres- 
sional hearings,'* judicial decisions and the Commis- 
sion’s experience with the existing regulatory 
framework, the Commission in August 1976 published 
its tender offer proposals for comment.'> These propos- 
als represented the Commission’s first comprehensive 
rulemaking proposals under the Williams Act with 
respect to tender offers. They were intended to provide 
specific disclosure and dissemination requirements, 
additional substantive regulatory protections, particular 
antifraud provisions and other regulations relating to 
cash tender offers and exchange offers. Pursuant to its 
request for comments, 111 letters'® were submitted by 
the following commentators: 


Corporations 

Law Firms and Associations 
Securities Industry 

Trade Organizations and Associations 
Academicians 

State Administrative Agencies 

Other Interested Persons 


On the basis of the comment letters and the Commis- 
sion’s subsequent experience, certain of the tender 
offer proposals are currently undergoing revision. The 
Commission is of the view that the adoption of the 
present proposals and those now being revised, will 
implement the intent of Congress in enacting Sections 
14(d) and 14(e) of the Exchange Act. The adoption of 
Schedule 14D-1 represents the first step by the Com- 
mission in establishing a comprehensive regulatory 
framework specifically designed for tender offers. 


SYNOPSIS OF ADOPTED SCHEDULE AND AMEND- 
ED RULE AND SCHEDULE 





1974) (39 FR 33835) and 5538 (November 5, 1974) 
(39 FR 41223). 


14See, e.g., Hearings Before the Senate Committee on 
Banking, Housing and Urban Affairs on Corporate 
Takeovers, 94th Cong., 2d Sess (1976). 


1SExchange Act Release No. 34-12676 (August 6, 1976) 
(41 FR 33004). 


16See File No. S7-649. For the convenience of the 
public, a copy of the summary of these comment 
letters, which was prepared by the staff of the Commis- 
sion, has been placed in the public file. However, it 
should be noted that in adopting these proposals, the 
Commission relied on the comment letter themselves, 
rather than on the staff’s summary of comments. 





This synopsis is included in order to assist all interested 
yersons in their understanding of and compliance with 
che filing and disclosure provisions of new Schedule 
14d-1, amended Rule 14d-1, and amended Schedule 
13D. However, attention is directed to the actual text of 
the schedules and rule for a more complete 
understanding. 


A. Tender Offer Statement: 
CFR 240.14d-100] 


Schedule 14D-1 [17 


(1) Cover Sheet 

The Cover Sheet of the proposed Schedule contained an 
instruction that eight copies of the statement, including 
all exhibits, should be filed with the Commission. This 
instruction has been modified to require the filing with 
the Commission at its headquarters office of ten copies 
of the statement. Eight of these copies should include 
all exhibits, while the other two copies should include 
the exhibits described in Item 11(a) of the Schedule 
(i.e., the tender offer materials). This modification is 
intended to insure that the number of copies filed is 
sufficient to allow the Commission to transmit copies to 
the regional offices. 


A second instruction concerning filing fees has been 
included on the Cover Sheet. In the release announcing 
the tender offer proposals (the ‘‘Tender Offer 
Release’’)'? the Commission indicated that a non-re- 
fundable fee would be required to be paid when the 
initial Schedule 14D-1 is filed and that no additional 
filing fees would be required for amendments thereto. 
The determination of the amount of such a fee includes 
consideration of the direct and indirect cost to the 
Government, the value to the recipient, public policy or 
interest served and other pertinent factors.'® While the 
Commission still plans to require a fee for all Williams 
Act filings as described above, consideration of the 
formal fee structure has not been completed. 
Therefore, the issue of fees will be handled in a 
subsequent release. Until such time, no fee will be 
required with respect to the filing of Schedule 14D-1 or 
any amendment thereto. Instruction 2 to the Cover 
Sheet was added to reflect this position. 

(2) General Instructions 

As published for comment, proposed Schedule 14D-1 
contained four instructions which generally pertained 
to the preparation of the schedule and the filing of 





17Exchange Act Release No. 34-12676 (August 2, 1976) 
(41 FR 33004). 


18independent Offices Appropriations Act, 31 U.S.C. 
483(a). 


amendments thereto. With certain significant 
exceptions, the instructions to Schedule 14D-1 
generally conform to those which were proposed. 


Instruction C of the proposed Schedule recognized that 
disclosure is not limited to the person filing the 
statement when the bidder is a partnership, a limited 
partnership, a syndicate, other group or a corporation. 


However, the additional persons who are subject to the 
Schedule’s reporting requirements should be identifia- 
ble and the number of such persons should not be so 
broad as to cause the benefits of disclosure to be 
outweighed by the burdens of complaince placed on the 
bidder. Consequently, proposed Instruction C. was 
intended to clarify and to curtail, as far as feasible, the 
additional persons who would be subject to the 
disclosure requirements of Items 2-7 of the proposed 
Schedule. With certain modifications, this intent has 
been maintained in Instruction C as adopted. 


If the statement is filed by a partnership, limited 
partnership, syndicate or other group and, thus, by 
operation of clauses (i) through (iv) of the Instruction, 
refers to a corporation or if the statement is filed by a 
corporation, clauses (a), (b) and (c) of Instruction C set 
forth the additional persons with respect to such 
corporation (the ‘‘bidding corporation’’) to whom Items 
2-7 of the Schedule apply. Clause (a) makes the 
Instruction applicable to each executive officer and 
director of the bidding corporation. Each person 
controlling the bidding corporation is covered by clause 
(b), while each executive officer and director of any 
corporation ultimately in control of the bidding 
corporation is included pursuant to clause (c). Clauses 
(a) and (c) of Instruction C require disclosure only 
regarding executive officers and directors rather than 
all officers. The term ‘‘executive officer’’ is defined in 
Instruction C. Clause (b) requires disclosure of all 
persons controlling the bidding corporation which 
includes any corporation ultimately in control of the 
bidding corporation. In multiple tier corporate 
structures, e.g. where one or more layers of controlling 
corporations exist between the bidding corporation and 
the corporation in ultimate control, clause (b), among 
other things, requires identification and disclosure 
concerning the corporations in the mid-tier corporate 
structure. An officer or director of a mid-tier 
corporation would not be included within clause (b) if 
such officer or director did not control the bidding 
corporation. Moreover, as is discussed below, 
corporations in the multiple tier structure which did not 
control the bidding corporation are also excluded from 
the operation of clause (b). 


The following is furnished as an example of the 
operation of clauses (a), (b) and (c) of Instruction C. 
Corporation C (the bidding corporation) makes a tender 
offer. Corporation C is controlled by Corporation B (a 
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mid-tier corporation) which is in turn controlled by 
Corporation A (the corporation in ultimate control of the 
bidding corporation). Corporation A also controls 
Corporation D which has no ownership of or control 
over Corporation C. Under clause (a), each executive 
officer and director of Corporation C would be subject 
to Instruction C. Under clause (b), Corporations B and 
A would be subject to Instruction C. Additionally, any 
officer or director of Corporation B who also controls 
Corporation C would be subject to Instruction C 
because of clause (b). Pursuant to clause (c) of 
Instruction C, each executive officer and director of 
Corporation A would be subject to that Instruction. 
However, since Corporation D does not control 
Corporation C, it would not be subject to Instruction C 
and none of Corporation D’s officers or directors would 
be so subject, assuming that each such officer or 
director does not contro! Corporation C. 


While Instruction C is intended for the purposes 
described above it should be noted that if disclosure of 
certain information concerning a corporation not 
specified above would be material to an investment 
decision by a security holder of the subject company 
whether to sell, tender or hold the securities being 
sought, such information should be included. For 
example, if a controlling person of the bidding 
corporation has a privately held corporation which has 
engaged in merger negotiations with the subject 
company in the subject company’s fiscal year 
immediately prior to the tender offer, such information 
should be disclosed even though such privately held 
corporation is not specified in Instruction C. The Com- 
mission will administer Instruction C mindful that the 
primary purpose of the Williams Act is to provide 
investor protection. 


Proposed Instruction C also pertained to limited 
partnerships. In response to the commentators, a new 
clause specifically dealing with limited partnerships 
was added to the Instruction. Clause (ii) of Instruction C 
would require disclosure of each partner who is 
denominated as a general partner or who functions as a 
general partner of such limited partnership. Limited 
partners who do not act or have the power to act in a 
manner substantially equivalent to general partners 
would be excluded. This amendment was intended to 
be consistent with the changes made in the disclosure 
required of corporations. 


Instruction D of the proposed Schedule dealt with the 
filing of a final amendment to proposed Schedule 14D-1 
upon the termination of the tender offer. Unless there 
had been a material change in the information 
previously reported on proposed Schedule 14D-1, this 
final amendment would have been deemed sufficient to 
satisfy the reporting requirements of Section 13(d) of 
the Exchange Act. In response to the commentators 
who criticized proposed Instruction D as being unclear, 
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revisions were made to that Instruction and new 

Instructions E and F were adopted. Instruction D of the, 
Schedule requires the filing of a final amendment. 
promptly after the termination of the tender offer. The 

final amendment would include disclosure of material 

changes in the items of Schedule 14D-1, particularly 

Item 6(a), which have occurred since the filing of the 

most recent amendment to that schedule or, if no 

amendments have been filed, since the date of the 

initial filing of the schedule with the Commission. 

Statements that the tender offer has terminated, the 

date of such termination and the results of such tender 

offer would also be required. Instruction F of the 

Schedule sets forth the presumption that a final 

amendment which meets the requirements of 

Instruction D will be deemed to satisfy the reporting 

requirements of Section 13(d). 


Instruction E of the Schedule pertains to a bidder who, 
prior to the filing of a Schedule 14D-1, had filed a 
Schedule 13D with respect to the acquisition of 
securities of the same class which is subject of the 
bidder’s tender offer. Instruction E states that a bidder 
in this situation must amend the previously filed 
Schedule 13D and permits such amendment to be made 
by means of the bidder’s Schedule 14D-1 and 
amendments thereto, with the exception of the final 
amendment required by Instruction D. This is 
conditioned on the bidder making an indication on the 
cover sheet of the Schedule 14D-1 that it is amending 
its Schedule 13D by means of this statement. The final 
amendment required to be filed by Instruction D is 
excluded from the operation of Instruction E because of 
the provisions of Instruction F. 


Although the Commission is not adopting proposed 
Rule 14d-1 at this time, two of the terms defined by that 


proposal, ‘‘bidder’’ and ‘‘subject company,’’ are 
contained in Instruction G to Schedule 14D-1. Since 
these terms are repeatedly used in the Schedule, they 
were defined in Instruction G in the interest of clarity. 
(3) Item 1. Security and Subject Company 

Item 1 of proposed Schedule 14D-1 required disclosure 
of certain information regarding the subject company 
and the class of equity securities of the subject 
company being sought by the tender offer. Partly in 
response to the comment letters, certain minor changes 
were made. First, the term ‘‘principal business 
address’’ contained in proposed Item 1(a) was changed 
to ‘‘principal executive offices’’ in order to be 
consistent with the disclosure required in other 
Commission filings. Second, a parenthetical clause was 
inserted in Item 1(b) of the Schedule to enable the 
bidder to rely on information contained in the most 
recently available filing with the Commission by the 
subject company with regard to the number of shares 
outstanding of the class of equity securities of the 





subject company being sought, unless the bidder has 
yeason to believe that such information is not currect. It 
should be noted that if the bidder is aware of any 
changes in the number of shares outstanding since the 
subject company’s most recently available filing, 
reliance by the bidder on the parenthetical clause in 
Item 1(b) of the Schedule would be misplaced. Finally, 
proposed Item 1(c) was revised in two respects. It was 
made clear in Item 1(c) that the market price 
information required by that sub-item pertained to the 
principal market in which such securities are traded. 
The word ‘‘representative’’ which appeared in the 
parenthetical clause in proposed Item 1(c) was deleted 
since such information may not be ascertainable, 
particularly in the case of securities traded in the 
over-the-counter market. 

(4) Item 2. Identity and Background 

Item 2 of the proposed Schedule pertained in part to 
disclosure requirements regarding the bidder and 
related persons concerning employment history, 
criminal convictions and certain civil actions for the five 
year period prior to the tender offer. While certain 
commentators criticized the proposed reduction of the 
ten year period previously required by Schedule 13D 
with regard to employment history and criminal 
convictions, others considered the proposed five year 
period ample. The five year time period is consistent 
with rulemaking action by the Commission in other 
areas of disclosure such as: Item 2 of amended 
Schedule 13D;'° and the proposed amendments to Item 
16 of Form S-1 [17 CFR 239.11], Item 19 of Form S-11 
[17 CFR 239.18], Item 6 of Form 10 [17 CFR 249.210}, 
Item 12 of Form 10-K [17 CFR 249.310] and Item 6 of 
Schedule 14A [17 CFR 240.14a-101].7° 


Additionally, the introductory paragraph of Item 2 was 
modified. This was intended to clarify the disclosure 
required by Item 2 for natural persons as compared 
with other entities. If the person filing the statement or 
any person enumerated in Instruction C of the Schedule 
is a corporation, partnership, limited partnership, 
syndicate or other group of persons certain information 
is required. This includes: the name; the state or 
other place of organization; the principal business; the 
address of the principal office; and the information 
regarding criminal proceedings and civil actions 
required by Items 2(e) and (f), respectively. If one or 
more of these is inapplicable or if the answer is in the 





19Exchange Act Release No. 34-13291 (February 24, 
1977) (42 FR 12342). 


2°See Exchange Act Release No. 34-12946 (November 
9, 1976) (41 FR 49493). 


negative, a statement should be made to that effect 
pursuant. to Instruction A of the Schedule and/or the 
Instructions to Items 2(e) and (f) respectively. While 
the requirement of a statement of principal business 
was not specifically proposed for comment, the issue of 
principal business was generally subject to comment 
and the requirement represents a codification of 
present tender offer practices. If the person filing the 
statement or any person enumerated in Instruction C is 
a natural person, the disclosure required by Items 2(a) 
through 2(g) should be provided with respect to any 
such person. 


In the Commission’s view, the expansion of disclosure 
required by Item 2 comports with the legislative history 
of the Williams Act.?' 


(5) Item 3. Past Contacts, Transactions or Negotia- 
tions with the Subject Company 


As proposed, Item 3 recognized that a tender offer may 
not be an isolated event in the corporate histories of the 
bidder and the subject company. Disclosure concerning © 
certain events which occurred, either directly or 
indirectly, between these parties in the recent past is 
material to an investment decision by a security holder 
in the context of a tender offer. 


Consequently, proposed Item 3(a) required disclosure 
of business relationships and transactions between the 
bidder or its affiliates and the subject company or its 
affiliates during the past three years. Proposed Item 
3(b) called for disclosure of contacts, relationships, 
negotiations or transactions between those persons 
during a similar period which concerned events such as 
the following: a merger or consolidation with or 
acquisition of the subject company or any of ‘its 
affiliates; a tender offer or other acquisition of 
securities of any class issued by the subject company; 
an election of directors of the subject company; and the 
sale or other transfer of a material amount of assets by 
the subject company or any of its subsidiaries. 


Several commentators took the position that the scope 
of the disclosure of business relationships or 
transactions as well as the number of persons who 
would be affected by the disclosure requirements of 
proposed Item 3(a) were too broad. In light of these 





21"The competence and integrity of a company’s 
management and of those persons who seek manage- 
ment positions are of vital importance to stockholders. 
Secrecy in this area is inconsistent with the expectations 
of the people who invest in the securities of publicly 
held corporations and impairs public confidence in se- 
curities as a medium of investment.” S. Rep. No. 550, 
90th Cong., 1st Sess., 2(1976). 
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comments, the persons included within the purview of 
Item 3(a) were more precisely defined and a materiality 
standard was added. Additionally, the term 
‘*relationships’’ was deleted and the three period was 
clarified to pertain to the period since the commence- 
ment of the subject company’s third full fiscal year 
preceding the date of the filing of the Schedule 14D-1. 
By focusing the period on the subject company rather 
than on the bidder or calendar years, this clarification 
was intended to benefit the shareholders of the subject 
company in understanding and analyzing the 
disclosure. As adopted, Item 3(a)(1) of the Schedule 
requires disclosure for transactions between the person 
filing this statement, including those persons 
enumerated in Instruction C, and the subject company 
or its affiliates which are corporations only if the 
aggregate amount involved for such fiscal year or 
portion of such currect fiscal year in which such 
transaction occurred exceeded one percent of the 
subject company’s consolidated revenues for that fiscal 
year or portion thereof. Thus, the disclosure is intended 
to match, as far as feasible, the fiscal year or current 
portion thereof in which the transaction occurred with 
the corresponding fiscal year or current portion thereof 
of the subject company. Item 3(a)(2) of the Schedule 
requires disclosure of a transaction or a series of 
transactions between the person filing this statement 
including the persons enumerated in Instruction C, and 
the executive officers, directors or affiliates of the 
subject company which are not corporations only if the 
aggregate amount involved for the entire period 
described in Item 3(a) exceeded $40,000. 


Certain changes were also made to Item 3(b). As in 
proposed Item 3(a), the term ‘‘relationships’’ in 
proposed Item 3(b) was deleted and the three year 
period was clarified in a similar manner. The scope of 
the persons affected by the disclosure requirements of 
Item 3(b) was more precisely defined and the types of 
events within the purview of that sub-item was 
modified. As adopted, Item 3(b) requires a description 
of any contacts, negotiations or transactions between 
the bidder or its subsidiaries or the persons 
enumerated in Instruction C and the subject company 
or its affiliates concerning: amerger, consolidation or 
acquisition; a tender offer or other acquisition of 
securities; an election of directors; or a sale or other 
transfer of material amount of assets. This description 
pertains to the period since the commencement of the 
subject company’s third full fiscal year preceding the 
date of the filing of the Schedule 14D-1. 


The changes in Item 3 are intended to reduce, to the 
extent feasible, the burden placed on the bidder by 
such disclosure, while at the same time furnishing suf- 
ficient information concerning past contacts, negotia- 
tions and transactions to the shareholders of the subject 
company to assist them in making an informed invest- 
ment decision. 
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(6) Item 4. Source and Amount of Funds or Other 


Consideration 


Item 4 of the Proposed Schedule increased the 
disclosure required by Schedule 13D with regard to the 
source and amount of funds or other consideration to be 
employed by the bidder in the tender offer. If any part 
of such funds or other consideration is borrowed or 
similarly obtained for the purpose of the tender offer, 
proposed Item 4 required disclosure of the material 
terms or conditions of such loan agreements such as the 
stated and effective interest rates as well as a 
description of any plans or arrangements to finance or 
repay such loans. If no such plans or arrangements 
have been made, a statement to that effect was 
required. To implement the provisions of Section 
13(d)()1)(B) of the Exchange Act, proposed Item 4 
established a procedure whereby the identity of certain 
banks making loans would not be available to the 
public, provided the bidder submitted a _ written 
request, including the identity of such bank, to the Sec- 
retary of the Commission. 


With certain minor revisions, Item 4 as adopted is 
substantially similar to Item 4 as proposed. Several 
commentators questioned the meaning of the term ‘‘or 
similarly obtained’’ as proposed in Item 4. As a result 
of the comments submitted, the term ‘‘or similarly 
obtained’’ was deleted. However, Item 4(b) requires 
disclosure concerning any funds or other consideration 
which are expected to be, directly or indirectly, 
borrowed for the purpose of the tender offer as well as 
those which are in fact borrowed at the time of the filing 
of the Schedule. Additionally, the summary information 
required by Item 4(b)(1), if Item 4(b) is applicable, 
pertains to each arrangement as well as each loan 
agreement. 


Other commentators criticized the proposed require- 
ment that the bidder state the effective interest rate on 
loans obtained for the purpose of the tender offer. The 
Commission was not persuaded by these views. 
Disclosure regarding the effective interest rate is 
material in the context of tender offers. Disclosure of 
the stated interest rate and compensating balance 
requirements or arrangements, which was proposed by 
one commentator as an alternative to the effective 
interest rate, is not sufficient because an investor in the 
normal course may not be able to fully evaluate such 
information. However, in order to clarify the disclosure 
requirement where more than one loan agreement is 
involved, Item 4(b)(1) of the Schedule requires, among 
other things, the effective interest rate for each 
such loan agreement rather than a combined effective 
interest rate. 


In the Commission’s opinion, the disclosure 
requirements of Item 4 will provide more meaningful 
disclosure to investors in the context of tender offers 





and will not place an undue burden on the bidder. 


(7) Item 5. Purpose of the Tender Offer and Plans 
and Proposals of the Bidder 


Item 5 of the proposed Schedule concerned disclosure 
of the bidder’s purposes in making the tender offer for 
the subject company’s securities, as well as the 
bidder’s plans and proposals relating to the subject 
company after the completion of the tender offer. To 
obviate the possible limitation of the disclosure of 
purposes to the matters covered by Item 5(a) through 
5(g), the main paragraph of Item 5 now contains two 
sentences. In order to clarify the meaning of the term 
“extraordinary corporate transaction,’’ proposed Item 
5(a) was revised. The examples contained in Item 5(a) 
are not intended to be exclusive but rather are intended 
to furnish guidance as to the type of corporate 
transaction which necessitates disclosure. Item 5(f) was 
also revised to include a description of any plans or 
proposals which relate to or would result in causing a 
class of securities of the subject company to cease to be 
quoted in an inter-dealer quotation system of a 
_registered national securities association. This addition 
was considered to be consistent with Item 5(f), as 
proposed, which required such disclosure regarding the 
delisting of a class of securities of the subject company 
from a national securities exchange. In other respects, 
this item is the same as that proposed for comment. 


(8) Item 6. 
Company 


Interest in Securities of the Subject 


As proposed for comment, Item 6 expanded the 
disclosure of beneificial ownership of securities of the 
class of securities being sought by the tender offer 
which had previously been required by Item 5 of 
Schedule 13D. In response to the comments submitted 
by several writers, a parenthetical clause was added to 
Item 6(a) permitting reliance on the most recently 
available filing with the Commission by the subject 
company in making the determination of the 
percentage of the class of securities benefically owned 
by such persons unless the bidder has reason to believe 
the information such filing is not current. Two instruc- 
tions were added to Item 6(b). The first instruction 
provides that the description of any transaction during 
the past 60 days in the class of securities reported on by 
a person covered by the sub-item should include, but 
not necessarily be limited to: the identity of such 
person; the date of the transaction; the amount of such 
securities involved; the price per share of such securi- 
ties; and where and how the transaction was effected. 
Pursuant to the second instruction, the disclosure 
required by Item 6(b) may be filed with the Commission 
after the date of the initial filing of the Schedule 14D-1 
if such information in not available to the bidder at the 
time of such initial filing. However, this disclosure 
must be filed by amendment promptly and in no event 


later than two business days after such initial filing. 
Moreover, if such information is material, it must also 
be disclosed to the security holders of the subject 
company. This instruction is intended to facilitate 
efforts to preserve the confidentiality of the tender 
offer, prior to the date it is first published, sent or given 
to security holders, in order to avoid possible misuse of 
inside information. 


Although Item 6(b) of the Schedule relates to 
transactions in the class of securities reported on, it 
should be noted that the Commission would consider 
transactions with respect to the subject company’s 
securities, other than the class reported on (such as 
other classes of securities of the subject company, 
warrants and options) by such persons during such 
period as a matter of concern. In appropriate 
circumstances, disclosure regarding these transactions 
may be required by Item 10(f) of the Schedule, which is 
discussed below, or by other provisions of the 
Exchange Act, such as Section 14(e). 


(9) Item 7. Contracts, Arrangements, Understand- 
ings or Relationships With Respect to the Subject 
Company’s Securities 


As proposed, Item 7 of the Schedule, which was 
substantially similar to Item 6 of Schedule 13D, 
required disclosure concerning any contract, arrange- 
ment, understanding or relationship between the 
bidder or the persons enumerated in proposed 
Instruction C of the Schedule and any person with 
respect to any securities of the subject company. In 
response to several comment letters, the introductory 
language of the proposal was revised to require a 
description rather than complete information as 
proposed. This revision is intended to indicate that only 
the material terms rather than every detail of any such 
contract, arrangement, understanding or relationship 
are required to be disclosed. 


(10) Item 8. Persons Retained, Employed or to be 
Compensated 


Proposed Item 8 of the Schedule required disclosure 
concerning any persons and classes of persons 
employed, retained or to be compensated by the bidder 
or by any person on the bidder’s behalf to make 
solicitations or recommendations in connection with the 
tender offer. This item was adopted as proposed. It 
should be noted that compliance with this item should 
include information concerning any soliciting dealer’s 
or similar fees offered by or on behalf of the bidder, 
including a brief description of any limitations thereon. 
(11) Item9. Financial Statements of Certain Bidders 
In proposed Schedule 14D-1, disclosure of the bidder’s 
financial statements, prepared in compliance with 


SEC DOCKET/1263 





Form 10 as amended [17 CFR 249.210], was required if 
an average, prudent investor ought reasonably to be 
informed of such information in deciding whether to 
tender, sell or hold securities being sought in the 
tender offer. The commentators who were critical of 
this proposal expressed concern about the materiality 
test and the requirement of compliance with Form 10. 
While the concept of financial disclosure has been 
retained in the Schedule as adopted, several changes 
were made generally in response to the commentators. 
First, financial information is included in a separate 
disclosure item. Second, compliance with new Item 9 is 
required only where the bidder is other than a natural 
person22 and only when the bidder’s financial condition 
is material to a decision by security holders of the 
subject company whether to tender, sell or hold 
securities being sought in the tender offer. As 
Instruction 1 to Item 9 points out, a determination as to 
whether disclosure of financial information is material 
is dependent on the facts and circumstances concerning 
the tender offer. These may include, but are not limited 
to: (1) the terms of the tender offer, particularly those 
terms concerning the amount of securities being 
sought, such as any or all, a fixed minimum with the 
right to accept additional shares tendered, all or none, 
and a fixed percentage of the outstanding; (2) whether 
the purpose of the tender offer is for control of the 
subject company; (3) the plans or proposals of the 
bidder described in Item 5 of the Schedule; and (4) the 
ability of the bidder to pay for the securities sought in 
the tender offer and/or to repay any loans made by the 
bidder or its affiliates in connection with the tender 
offer or otherwise. It should be noted that the factors 
described above are not exclusive nor is it necessary 
that any or all such factors be present in order to trigger 
the materiality test. Third, assuming the conditions of 
Item 9, as described above, are met, current, adequate 
financial information concerning the bidder should be 
furnished or, if the bidder is controlled by another 
entity which is not a natural person and has been 
formed for the purpose of making the tender offer, 
current, adequate financial information concerning 
such parent, should be furnished. This standard 
represents a modification of that which was proposed. 
In order to provide guidance as to what constitutes 





221t should be noted, however, that under the facts 
and circumstances of a particular tender offer, finan- 
cial information concerning a bidder who is a_ natural 
person may be material to an investment decision by 
holders of the class of securities being sought by such 
tender offer whether to tender, sell or hold such securi- 
ties. Disclosure of material facts is not limited to the 
specific requirements of Schedule 14D-1. See, e.g., 
“Corenco Corporation v. Schiavone & Sons, Inc.,’’ 362 
F Supp 939, 949 (S.D.N.Y. 1973) aff’d in part rem‘d 
in part, 448 F.2d 207 (2d Cir. 1973). 
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current adequate financial information, Instruction 1 to ' 
Item 9 sets forth the types of financial information 
which will be deemed adequate for purposes of the 
Item. The ‘‘safe harbor’’ provided by Instruction 1 to 
Item 9 is premised on the nature of the bidder. Form 10 
financial statements will be sufficient for a domestic 
bidder which is otherwise eligible to use that form, 
while Form 20 [17 CFR 249.200] financial statements 
will be sufficient for a foreign bidder which is otherwise 
eligible to use that form. Finally, two other instructions 
were added to Item 9 for the purpose of limiting 
possible burdens on the bidder. Instruction 2 to Item 9 
provides for incorporation by reference of financial 
statements under certain conditions if the bidder is 
subject to the periodic reporting requirements of the 
Exchange Act. Instruction 3 to Item 9 permits a bidder 
who is not subject to the periodic reporting 
requirements of the Exchange Act to furnish unaudited 
financial statements if audited financial statements 
were not avialable or obtainable without unreasonable 
cost or expense and the bidder includes a statement to 
that effect, disclosing the reasons therefor, in response 
to Item 9. 


The proviso to Item 9 requires financial information 
concerning a parent only if: (I) the bidder is controlled 
by another entity which is not a natural person; and (2) 
the bidder has been formed for the purpose of making 
the tender offer. However, it should be specifically 
noted that the Commission will not tolerate schemes to 
circumvent the requirements of Item 9 by relying on 
this proviso. Such schemes would include, for 
exampie,a tender offer made by a bidder which is a 
non-operating, shell corporation controlled by another 
corporation and which was previously formed for 
purposes other than making the tender offer. In this 
case, assuming that financial information is material to 
a decision by a security holder of the subject company 
whether to sell, tender or hold securities being sought 
in the tender offer, currect, adequate financial 
information concerning such parent would be required. 
(12) Item10. Additional Information 7° 

In the proposed Schedule, Item 9 required disclosure of 
certain additional information if an average, prudent 
investor ought reasonably to be informed of such 
information in deciding whether to sell, tender or hold 
securities being sought in the tender offer. Generally in 
response to the comment letters, the proposal was 
revised in several respects. First, the materiality test of 
the proposal, which was derived from the definition of 





23Due to the additions of a separate item regarding 
financial statements of certain bidders, this item and 
the item concerning the material to be filed as exhibits 
were renumbered Item 10 and 11, respectively. 





the term ‘‘material’’ in Rule 12b-2(j) [17 CFR 
240.12b-2(j)], was replaced by the term ‘‘material.’’ 
The Commission presently plans to include a definition 
of that term substantially similar to that in Rule 12b-2(j) 
in the definitional section of the tender offer proposals 
when they are adopted. Second, Item 9(b) was revised 
to limit disclosure of applicable regulatory require- 
ments which must be complied with or approvals which 
must be obtained in connection with the tender offer to 
those requitements or approvals which are known 
by the bidder after reasonable investigation. Third, 
disclosure of any material pending legal proceedings 
relating to the tender offer is required by Item 10(e). 
This sub-item was added to the narrative of the 
Schedule in response to the comment letters 
concerning the proposal that documents or papers 
relating to the tender offer which are filed in any court 
also be filed as exhibits to the proposed Schedule. In 
lieu of that proposal, Item 10(e) was added along with 
an Instruction requiring that one copy of any document 
relating to a major development in a material pending 
legal proceeding described in Item 10(e) be promptly 
furnished to the Commission on a supplemental basis. 
This procedure coincides with the present administra- 
tive practice. These changes are intended to ensure 
that investors are provided with meaningful disclosure 
concerning material legal proceedings of courts and 
administrative agencies which relate to the bidder’s 
tender offer, to avoid imposing unnecessary additional 
costs on the bidder and to reduce the burden on the 
filing systems of the Commission. Finally, Item 10(f), 
which is similar to Rule 408 under Securities Act of 1933 
[17 CFR 230.408] and Rule 12b-20 under the Exchange 
Act [17 CFR 240.12b-20], was added in response to the 
comment letters which had criticized the non-exclusive 
nature of the proposed item.2* Under Item 10(f), disclo- 
sure is requiréd of additional material information as 
may be necessary to make the statements required by 
the Schedule, in light of the circumstances under which 
they are made, not materially misleading. This 
disclosure would include matters which are closely 
related to the various items of the Schedule. For 
example, material litigation, other than that disclosed 
pursuant to Item 10(e) of the Schedule, which may 
reflect on the integrity of the bidder or would have a 
material effect on the bidder’s financial condition or its 
ability to repay any loans made in connection with the 
tender offer, would be included within the purview of 
Item 10(f). Another example of the operation of Item 
10(f) would be as follows: although Item 2(e) relates 
to criminal convictions during the past five years, if a 
person enumerated in Instruction C had been convicted 





24This revisions should not be mis-intrepreted. Disclo- 
sure of material facts is not limited to the specific re- 
quirements of Schedule 14D-1. See ‘‘Corenco” supra, 
note 20. 


in a material criminal proceeding six years prior to the 
date of the filing of the Schedule but had been serving a 
sentence or had been on probation during the five year 
period, disclosure of such conviction would be required 
by Item 10(f). 

(13) Item 11. Material to be filed as Exhibits 
Proposed Item 10 required that certain materials be 
filed as exhibits to the proposed Schedule. Proposed 
Item 10(d) related to opinions prepared by legal counsel 
pertaining to the tender offer. This proposed filing 
requirement was opposed by several commentators 
who criticized its scope and application. Partly in 
response to these views, the proposal was substantially 
revised. Item 11(d) requires that any written opinion 
prepared by legal counsel at the bidder’s request and 
communicated to the bidder which pertains to the tax 
consequences of the tender offer be filed as an exhibit 
to the Schedule. 


B. Rule 14d-1: Filing of Schedule 14D and Furnishing 
of Information to Security Holders [17 CFR 240.14d-1] 


Since the Commission determined to adopt Schedule 
14D-1 separately from the other tender offer proposals, 
it became necessary to amend existing Rule 14d-1 [17 
CFR 240.14d-1] on an interim basis. This action was 
taken to implement the filing of Schedule 14d-1 with the 
Commission and to ensure that the information 
published, sent or given to security holders of the class 
of securities being sought reflects the changes made by 
Schedule 14D-1. 


Consequently, the words ‘‘Schedule 14D-1’’ were 
substituted for the words ‘‘Schedule 13D’’ where they 
had appeared in that rule. Rule 14d-1(c)(4) [17 CFR 
240.14d-1 (c)(4)] was also revised to reflect the items of 
Schedule 14D-1 which are required to be included or 
summarized in the information published, sent or given 
to security holders. Among these items is Item 9 which 
pertains to the financial statements of certain bidders. 
If Item 9 is applicable to a tender offer, the information 
required by it or a fair and adequate summary of such 
information is required to be furnished to security 
holders. While the financial statements necessary to 
present such a summary will vary depending on the 
facts and circumstances of a particular tender offer, the 
Commission believes that guidance may be helpful to 
bidders in making this determination. Instruction 2 to 
Rule 14d-1(c)(4) provides that summary financial 
information equivalent to that described in paragraph e 
of Guide 59 of the Guides for Preparation and Filing of 
Registration Statements will normally be sufficient 
summary disclosure of Item 9 of Schedule 14D-1 for 
purposes of Rule 14d-1(c)(4). If the financial 
information required by Item 9 is summarized, Instruc- 
tion 2 also provides that appropriate instructions should 
be included stating how more complete financial infor- 
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mation can be obtained. Revisions corresponding to 
those made in Rule 14d-1(c)(4) were also made to Rule 
14d-1(d) [17 CFR 240.14d-1(d)]. 


Additionally, proposed Rule 14d-1(g) which had previ- 
ously been proposed for comment?°was adopted. By 
this action, the definition of the term ‘‘beneficial 
owner’’ which is set forth in Rule 13d-3 [17 CFR 
240.13d-3] for purposes of Section 13(d)(1) of the 
Exchange Act is applicable also for purposes of Section 
14(d)(1) of that Act. 


C. Schedule 13D: Acquisition Statement [17 CFR 
240.13d-101] 


In light of the transition to the use of separate 
schedules for reporting acquisitions subject to Section 
13(d)(1) of the Exchange Act and for tender offers 
subject to Section 14(d)(1) of that Act, existing 
Schedule 13D [17 CFR 240.13d-101] was amended by 
deleting Items 7 and 8 of that Schedule. This action 
which had been previously indicated by the 
Commission?*does not affect the proposed amendments 
to Schedule 13D which have been published for 
comment.27 


CERTAIN FINDINGS 


In publishing the tender offer proposals, the Commis- 
sion specifically invited comments with respect to: 1) 
the costs of the proposals to bidders, subject companies 
and others; and 2) the impact or burdens of the 
proposals on competition which are neither necessary 
nor appropriate in furthering the purposes of the 
Exchange Act. 


The comment letters which raised questions concerning 
the possible costs which might be engendered by the 
adoption of the proposals did not provide any 
significant basis for concluding that the implementation 
of the Commission’s statutory mandate in the manner 
proposed would be outweighed by any such possible 
additional costs. In view of the Congressional presump- 
tion in favor of the adoption and amendment of the 
schedules and rule contained herein, the Commission 
finds that the costs imposed upon bidders by such rule- 
making action are not unreasonable and are 
outweighed by the benefits which will accrue to 
investors. 





25Exchange Act Release No. 34-11616 (August 25, 1975) 
(40 FR 42212). 


26Exchange Act Release No. 34-13292 (February 24, 
1977) (42 FR 12355). 


271d. 
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As required by Section 23(a)(2) of the Exchange Act, 
the Commission has specifically considered the impact 
which the schedules and rule adopted and amended 
herein will have on competition. In light of the lack of 
comments raising significant questions concerning the 
burdens on competition which the proposals adopted by 
the Commission would have, the Commission finds that 
compliance by bidders with these actions will not 
impose any significant burden on competition and that, 
in any event, any possible competitive bdrden will be 
outweighed by, and is necessary and appropriate to 
achieve, the benefits which disclosure of this 
information will provide to investors. 


AUTHORITY 


The Commission hereby adopts Schedule 14D-1 on a 
permanent basis and amends Rule 14d-1 and Schedule 
13D pursuant to the authority set forth in Sections 
13(d), 14(d), 14(e) and 23 of the Exchange Act. The 
Commission finds that any change in the adopted and 
amended rule and schedules from those published in 
the Beneficial Ownership Proposals 2° and the Tender 
Offer Proposals29 have been generally subject to com- 
ment and are either technical in nature or are less 
burdensome than previous requirements or proposals 
so that further notice and other rulemaking procedures 
pursuant to the Administrative Procedure Act of 1946°° 
are not necessary. 


TEXT OF ADOPTED SCHEDULE AND AMENDED 
RULE AND SCHEDULE 


The following are the actions being taken: 

|. In 17 CFR 240.13d-101, Item 7, Persons Retained, 
Employed or to be Compensated, and Item 8, Material 
to be Filed as Exhibits, are deleted. 


Il. Rule 14d-1 is amended to read as follows: 


§240.14d-1 Filing of Schedule 14d-1 [§240.14d-1] and 
furnishing of information to security holders. 


(a) No person, directly or indirectly, by use of the mails 





28Exchange Act Release No. 34-11616 (August 25, 1975) 
(40 FR 42212). Certain of these proposals were adopted 
in Exchange Act Release No. 34-13291 (February 24, 
1977) (42 FR 12342) and other proposals relating to 
beneficial ownership were concurrently proposed for 
comment in Exchange Act Release No. 34-13292 (Febru- 
ary 24, 1977) (42 FR 12355). 


22Exchange Act Release No. 34-12676 (August 6, 1976) 
(41 FR 33004). 


395 U.S.C. 553. 





or any means or instrumentality of interstate commerce 
or of any facility of a national securities exchange or 
otherwise, shall make a tender offer for, or a request or 
invitation for tenders of, any class of any equity security 
which is registered pursuant to section 12 of the Act, or 
any equity security of an insurance company which 
would have been required to be so registered except for 
the exemption contained in section 12(g)(2)(G) of the 
Act, or any equity security issued by a closed-end 
investment company registered under the Investment 
Company Act of 1940, if, after consummation thereof, 
such person would, directly or indirectly, be the bene- 
ficial owner of more than 5 per centum of such class, 
unless, at the time copies of the offer or request or 
invitation are first published or sent or given to security 
holders, such person has filed with the Commission a 
statement containing the information and exhibits 
required by Schedule 14D-1. 


* * * 


(c) eee 


(4) The information required by Items 1(c); 2(b), 2(e), 
2(f), and 2(g); 3; 4; 5; 6; 7; 8; 9; and 10 of Schedule 
14D-1 [§240.14d-100] or a fair and adequate summary 
thereof. 


Instructions. 1. Negative responses to any such item or 
subitem of Schedule 14D-1 [§240.14d-100] need not be 
included in the information published or sent or given 
to security holders. 


2. Although the financial statements necessary to 
present a fair and adequate summary of Item 9 of 
Schedule 14D-1 [§240.14d-100] may vary depending on 
the facts and circumstances involved, summary 
financial information equivalent to that required by 
paragraph e of Guide 59 of the Guides of Preparation 
and Filing of Registration Statements will normally be 
sufficient summary disclosure of Item 9 for purposes of 
paragraph (c)(4) of this section. If the information 
required by Item 9 is summarized, appropriate 
instructions should be included stating how more 
complete financial information can be obtained. 


(d) Any additional material soliciting or requesting 
such tender offer subsequent to the initial solicitation or 
request shall contain the name of the persons making 


such solicitation or request and the information 
required by Items 1(c); 2(b), 2(e), 2(f) and 2(g); 3; 4; 5; 
6; 7; 8; 9; and 10 of Schedule 14D-1 [§240.14d-100], or a 
fair and adequate summary thereof: Provided, 
However, That such material may omit any of such 
information previously furnished to the persons 
solicited or requested for tender offers. Copies of such 
additional material soliciting or requesting such tender 
offers shall be filed with the Commission not later than 
the time copies of such material are first published or 


sent or given to security holders. 


(e) Ten copies of the statement required by paragraph 
(a), every amendment to such statement and all other 
material required by this rule and such statement shall 
be filed with the Commission. 


* * * 


(g) The definition of beneficial owner set forth in Rule 
13d-3 [§240.13d-3] for purposes of section 13(d)(1) of 
the Act shall apply also for purposes of section 14(d)(1) 
of the Act. 


Ill. Schedule 14D-1 is adopted to read as follows: 
§240.14d-100 Schedule 14D-1. Tender offer statement 
pursuant to section 14(d)(1) of the Securities Exchange 


Act of 1934. 


(Amendment No. 





(Name of Subject Company) 





(Bidder) 





(Title of Class of Securities) 





(CUSIP Number of Class of Securities) 





(Name, address and telephone number of person 
authorized to receive notices and communications on 
behalf of bidder) 


Instructions. 1. Eight Copies of this statement, 
including all exhibits, and two additional copies of this 
statement, including only the exhibits described in Item 
11(a) of this statement, should be filed with the 
Commission. 


2. No fee is required to be paid to the Commission in 
connection with the filing of the initial statement or 
amendments thereto. 


General Instructions. A. The item numbers and 
captions of the items shall be included but the text of 
the items is to be omitted. The answers to the items 
shall be so prepared as to indicate clearly the coverage 
of the items without referring to the text of the items. 
Answer every item. If an item is inapplicable or the 
answer is in the negative, so state. 


B. Information contained in exhibits to the statement 
may be incorporated by reference in answer or partial 
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answer to any item or sub-item of the statement unless 
it would render such answer incomplete, unclear or 
confusing. Matter incorporated by reference shall be 
clearly identified in the reference by page, paragraph, 
caption or otherwise. An express statement that the 
specified matter is incorporated by reference shall be 
made at the particular place in the statement where the 
information is required. 


C. If the statement is filed by a partnership, limited 
partnership, syndicate or other group, the information 
called for by Items 2-7, inclusive, shall be given with 
respect to: (i) each partner of such partnership; (ii) each 
partner who is denominated as a general partner or who 
functions as a general partner of such limited 
partnership; (iii) each member of such syndicate or 
group; and (iv) each person controlling such partner or 
member. If the statement is filed by a corporation, or if 
a person referred to in (i), (ii), (iii) or (iv) of this 
Instruction is a corporation, the information called for 
by the above mentioned items shall be given with 
respect to: (a) each executive officer and director of 
such corporation; (b) each person controlling such 
corporation; and (c) each executive officer and director 
of any corporation ultimately in control of such 
corporation. Executive officer shall mean the president, 
secretary, treasurer and any vice president in charge of 
a principal business function (such as _ sales, 
administration or finance) and any other person who 
performs similar policy making functions for the 
corporation. A response to an item in the statement is 
required with respect to the bidder and to all other 
persons referred to in this instruction unless such item 
specifies to the contrary. 


D. Upon termination of the tender offer, the bidder 
shall promptly file a final amendment to Schedule 
14D-1 [§240.14d-100] disclosing all material changes in 
the items of that Schedule and stating that the tender 
offer has terminated, the date of such termination and 
the results of such tender offer. 


E. If the bidder, before filing this statement, has filed a 
Schedule 13D [§240.13d-101] with respect to the 
acquisition of securities of the same class referred to in 
Item 1(a) of this statement, the bidder shall amend such 
Schedule 13D [§240.13d-101] and may do so by means 
of this statement and amendments thereto, including 
the final amendment required to be filed by Instruction 
D: Provided That the bidder indicated on the cover 
sheet of this statement that it is amending its Schedule 
13D [§240.13d-101] by means of this statement. 


F. The final amendment required to be filed by 
Instruction D shall be deemed to satisfy the reporting 
reqirements of section 13(d) of the Act with respect to 
all securities acquired by the bidder pursuant to the 
tender offer as reported in such final amendment. 
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G. For purposes of this statement, the following defini- 
tions shall apply: 


(i) The term ‘‘bidder’’ means any person on whose 
behalf a tender offer is made; and 


(ii) The term ‘‘subject company’’ means any issuer 
whose securities are sought by a bidder pursuant to a 
tender offer. 


Item 1. Security and Subject Company. 


(a) State the name of the subject company and the 
address of its principal executive offices; 


(b) State the exact title and the number of shares out- 
standing of the class of equity securities being sought 
(which may be based upon information contained in the 
most recently available filing with the Commission by 
the subject company unless the bidder has reason to 
believe such information is not current), the exact 
amount of such securities being sought and the 
consideration being offered therefor; and 


(c) Identify the principal market in which such 
securities are traded and state the high and low sales 
prices for such securities in such principal market (or, 
in the absence thereof, the range of high and low bid 
quotations) for each quarterly period during the past 
two years. 


Item 2. Identity and Background. 


If the person filing this statement or any person 
enumerated in Instruction C of this statement is a 
corporation, partnership, limited partnership, syndi- 
cate or other group of persons, state its name, the state 
or other place of its organization, its principal business, 
the address of its principal office and the information 
required by (e) and (f) of this Item. If the person filing 
this statement or any person enumerated in Instruction 
C is a natural person, provide the information specified 
in (a) through (g) of this Item with respect to such 
person(s). 


(a) Name; 
(b) Residence or business address; 


(c) Present principal occupation or employment and 
the name, principal business and address of any 
corporation or other organization in which such 
employment or occupation is conducted; 


(d) Material occupations, positions, offices or 
employments during the last 5 years, giving the 
starting and ending dates of each and the name, 
principal business and address of any business 
corporation or other organization in which such 





occupation, position, office or employment was carried 
on; 


Instruction. \f a person has held various positions with 
the same organization, or if a person holds comparable 
positions with multiple related organizations, each and 
every position need not be specifically disclosed. 


(e) Whether or not, during the last 5 years, such 
person has been convicted in a criminal proceeding 
(excluding traffic violations or similar misdemeanors) 
and, if so, give the dates, nature of conviction, name 
and location of court, and penalty imposed or other dis- 
position of the case; 


Instruction. While a negative answer to this sub-item is 
required in this schedule, it need not be furnished to 
security holders. 


(f) Whether or not, during the last 5 years, such person 
was a party to a civil proceeding of a judicial or 
administrative body of competent jurisdiction and as a 
result of such proceeding was or is subject to a 
judgment, decree or final order enjoining future 
violations of, or prohibiting activities subject to, federal 
or state securities laws or finding any violation of such 
laws; and, if so, identify and describe such proceeding 
and summarize the terms of such judgment, decree or 
final order; and 


Instruction. While a negative answer to this sub-item is 
required in this schedule, it need not be furnished to 
security holders. 


(g) Citizenship(s). 


Item 3. Past Contracts, Transactions or Negotiations 
with the Subject Company 


(a) Briefly state the nature and approximate amount (in 
dollars) of any transaction, other than those described 
in Item 3(b) of this schedule, which has occurred since 
the commencement of the subject company’s third full 
fiscal year preceding the date of this schedule, between 
the person filing this schedule (including those persons 
enumerated in Instruction C of this schedule) and: 


(1) the subject company or any of its affiliates which 
are corporations: Provided, However, That no 
disclosure need be made with respect to any transaction 
if the aggregate amount involved in such transaction 
was less than one percent of the subject company’s 
consolidated revenues (which may be based upon 
information contained in the most recently available 
filing with the Commission by the subject company, 
unless the bidder has reason to believe otherwise) (i) 
for the fiscal year in which such transaction occurred or, 
(ii) for the portion of the current fiscal year which has 
occurred, if the transaction occurred in such year; and 


(2) the executive officers, directors or affiliates of the 
subject company which are not corporations if the 
aggregate amount involved in such transaction or in a 
series of similar transactions, including all periodic 
installments in the case of any lease or other 
aggreement providing for periodic payments or 
installments, exceeds $40,000. 


(b) Describe any contacts, negotiations or transactions 
which have occurred since the commencement of the 
subject company’s third full fiscal year preceding the 
date of this schedule between the bidder or its 
subsidiaries (including those persons enumerated in 
Instruction C of this schedule) and the subject company 
or its affiliates concerning: a merger, consolidation or 
acquisition; a tender offer or other acquisition of 
securities; an election of directors; or a sale or other 
transfer of a material amount of assets. 


Item 4. Source and Amount of Funds or Other 
Consideration. 


(a) State the source and the total amount of funds or 
other consideration for the purchase of the maximum 
number of securities for which the tender offer is being 
made. 


(b) If all or any part of such funds or other 
consideration are or are expected to be, directly or 
indirectly, borrowed for the purpose of the tender offer: 


(1) Provide a summary of each loan agreement or 
arrangement containing the identity of the parties, the 
term, the collateral, the stated and effective interest 
rates, and other material terms or conditions relative to 
such loan agreement; and 


(2) Briefly describe any plans or arrangements to 
finance or repay such borrowings, or if no such plans or 
arrangements have been made, make a statement to 
that effect. 


(c) If the source of all or any part of the funds to be 
used in the tender offer is a loan made in the ordinary 
course of business by a bank as defined by section 
3(a)(6) of the Act, the name of such bank shall not be 
made available to the public if the person filing the 
statement so requests in writing and files such request, 
naming such bank, with the Secretary of the 
Commission. 


Item 5. Purpose of the Tender Offer and Plans or 
Proposals of the Bidder. 


State the purpose or purposes of the tender offer for the 
subject company’s securities. Describe any plans or 
proposals which relate to or would result in: 


(a) An extraordinary corporate transaction, such as a 
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merger, reorganization or liquidation, involving the 
subject company or any of its subsidiaries; 


(b) A sale or transfer of a material amount of assets of 
the subject company or any of its subsidiaries; 


(c) Any change in the present board of directors or 
management of the subject company including, but not 
limited to, any plans or proposals to change the number 
or the term of directors or to fill any existing vacancies 
on the board; 


(d) Any material change in the present capitalization or 
dividend policy of the subject company; 


(e) Any other material change in the subject company’s 
corporate structure or business, including, if the 
subject company is a registered closed-end ir.vestment 
company, any plans or proposals to make any changes 
in its investment policy for which a vote would be 
required by section 13 of the Investment Company Act 
of 1940; 


(f) Causing aclass of securities of the subject company 
to be delisted from a national securities exchange or to 
cease to be authorized to be quoted in an inter-dealer 
quotation system of a registered national securities 
association; or 


(g) Aclass of equity securities of the subject company 
becoming eligible for termination of registration 
pursuant to section 12(g)(4) of the Act. 


Item 6. Interest in Securities of the Subject Company 


(a) State the aggregate number and percentage of the 
class represented by such shares (which may be based 
on the number of shares outstanding as contained in 
the most recently available filing with the Commission 
by the subject company unless the bidder has reasons 
to believe such information is not current), beneficially 
owned (identifying those shares for which there is a 
right to acquire) by each person named in Item 2 of this 
schedule and by each associate and majority-owned 
subsidiary of such person giving the name and address 
of any such associate or subsidiary. 


(b) Describe any transaction in the class of securities 
reported on that was effected during the past 60 days 
by the persons named in response to paragraph (a) of 
this item or by any executive officer, director or sub- 
sidiary of such person. Instructions. 1. The description 
of a transaction required by Item 6(b) shall include, but 
not necessarily be limited to: 1) the identity of the 
person covered by Iten 6(b) who effected the trans- 
action; 2) the date of the transaction; 3) the amount of 
securities involved; 4) the price per share; and 
5) where and how the transaction was effected. 
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2. If the information required by Item 6(b) of this 
schedule is available to the bidder at the time this 
statement is initially filed with the Commission pur- 
suant to Rule 14d-1(e) [§ 240.14d-1(e)], such informa- 
tion should be included in such initial filing. However, 
if such information is not available to the bidder at the 
time of such initial filing, it should be filed with the 
Commission promptly but in no event later than two 
business days after the date of such filing and, if 
material, should be disclosed to security holders of the 
subject company in a manner similar to that in which 
the tender offer was first published, sent or given to 
such security holders. The procedure specified by this 
instruction is provided for the purpose of maintaining 
the confidentiality of the tender offer in order to avoid 
possible misuse of inside information. 


Item 7. Contracts, Arrangements, Understandings or 
Relationships with Respect to the Subject Company’s 
Securities. 


Describe any contract, arrangement, understanding or 
relationship (whether or not legally enforceable) 
between the bidder (including those persons 
enumerated in Instruction C to this schedule) and any 
person with respect to any securities of the subject 
company, (including, but not limited to, any contract, 
arrangement, understanding or relationship concerning 
the transfer or the voting of any of such securities, joint 
ventures, loan or option arrangements, puts or calls, 
guaranties of loans, guaranties against loss, or the 
giving or withholding of proxies) naming the persons 
with whom such contracts, arrangements, under- 
standings or relationships have been entered into and 
giving the material provisions thereof. Include such 
information for any of such securities that are pledged 
or otherwise subject to a contingency, the occurrence of 
which would give another person the power to direct 
the voting or disposition of such securities, except that 
disclosure of standard default and similar provsisions 
contained in loan agreements need not be included. 


Item 8. Persons Retained, Employed or to be 
Compensated. 


Identify all persons and classes of persons employed, 
retained or to be compensated by the bidder, or by any 
person on the bidder’s behalf, to make solicitations or 
recommendations in connection with the tender offer 
and describe briefly the terms of such employment, 
retainer or arrangement for compensation. 


Item 9. Financial Statements of Certain Bidders. 


Where the bidder is other than a natural person and the 
bidder’s financial condition is material to a decision by 
a security holder of the subject company whether to 
sell, tender or hold securities being sought in the 
tender offer, furnish current, adequate financial infor- 





mation concerning the bidder Provided That if the 
bidder is controlled by another entity which is not a 
natural person and has been formed for the purpose of 
making the tender offer, furnish current, adequate 
financial information concerning such parent. 


Instructions. 1. The facts and circumstances con- 
cerning the tender offer, particularly the terms of the 
tender offer, may influence a determination as to 
whether disclosure of financial information is material. 
However, once the materiality requirement is applic- 
able, the adequacy of the financial information will 
depend primarily on the nature of the bidder. 


In order to provide guidance in making this determina- 
tion, the following types of financial information will be 
deemed adequate for purposes of this item for the type 
of bidder specified: (a) financial statements prepared 
in compliance with Form 10 as amended [§ 249.210 of 
this chapter] for a domestic bidder which is otherwise 
eligible to use such form; and (b) financial statements 
prepared in compliance with Form 20 [§249.200 of this 
chapter] for a foreign bidder which is otherwise eligible 
to use such form. 


2. If the bidder is subject to the periodic reporting 
requirements of sections 13(a) or 15(d) of the Act, 
financial statements contained in any document filed 
with the Commission may be incorporated by reference 
in this schedule solely for the purposes of this schedule 


Provided That such financial statements substantially 


meet the requirements of this item; an express 
statement is made that such financial statements are 
incorporated by reference; the matter incorporated by 
reference is clearly identified by page, paragraph, 
caption or otherwise; and an indication is made where 
such information may be inspected and copies 
obtained. Financial statements which are required to be 
presented in comparative form for two or more fiscal 
years or periods shall not be incorporated by reference 
unless the material incorporated by reference includes 
the entire period for which the comparative data is 
required to be given. 


3. Ifthe bidder is not subject to the periodic reporting 
requirements of the Act, the financial statements 
required by this item need not be audited if such 
financial statements are not available or obtainable 
without unreasonable cost or expense and a statement 
is made to that effect disclosing the reasons therefor. 


Item 10. Additional Information. 


If material to a decision by a security holder whether to 
sell, tender or hold securities being sought in the 
tender offer, furnish information as to the following: 


(a) Any present or proposed material contracts, 
arrangement, understandings or relationships between 


the bidder or any of its executive officers, directors, 
controlling persons or subsidiaries and the subject 
company or any of its executive officers, directors, 
controlling persons or subsidiaries (other than any 
contract, arrangement or understanding required to be 
disclosed pursuant to Items 3 or 7 of this schedule); 


(b) To the extent known by the bidder after 
reasonable investigation, the applicable regulatory 
requirements which must be complied with or 
approvals which must be obtained in connection with 
the tender offer; 


(c) 
(d) The applicability of the margin requirements of 


section 7 of the Act and the regulations promulgated 
thereunder; 


The applicability of anti-trust laws; 


(e) Any material pending legal proceedings relating 
to the tender offer including the name and location of 
the court or agency in which the proceedings are 
pending, the date instituted, the principal parties 
thereto and a brief summary of the proceedings; and 


Instruction. |In connection with this sub-item, a copy 
of any document relating to a major development (such 
as pleadings, an answer, complaint, temporary 
restraining order, injunction, opinion, judgment or 
orer) in a material pending legal proceeding should be 
promptly furnished to the Commission on a supple- 
mental basis. 


(f) Such additional material information, if any, as 
may be necessary to make the required statements, in 
light of the circumstances under which they are made, 
not materially misleading. 


Item 11. Material to be Filed as Exhibits. 


Furnish a copy of: 


(a) Tender offer material which is published, sent or 
given to security holders by or on behalf of the bidder in 
connection with the tender offer; 


(b) Any loan agreement referred to in Item 4 of this 
schedule; 


Instruction. The identity of any bank which is a party 
to aloan agreement need not be disclosed if the person 
filing the statement has requested that the identiy of 
such bank not be made available to the public pursuant 
to Item 4 of this schedule. 


(c) Any document setting forth the terms of any 
contracts, arrangements, understandings or relation- 
ships referred to in Item 7 or 10(a) of this schedule; 


SEC DOCKET/1271 





(d) Any written opinion prepared by legal counsel at 
the bidder’s request and communicated to the bidder 
pertaining to the tax consequences of the tender offer; 


(e) Inan exchange offer where securities of the bidder 
have been or are to be registered under the Securities 
Act of 1933, the prospectus containing the information 
required to be included therein by Rule 434b [§ 
230.434b] of that Act; 


(f) If any oral solicitation of security holders is to be 
made by or on behalf of the bidder, any written 
instruction, form or other material which is furnished to 
the persons making the actual oral solicitation for their 
use, directly or indirectly, in connection with the tender 
offer. 


Signature. After due inquiry and to the best of my 
knowledge and belief, | certify that the information set 
forth in this statement is true, complete and correct. 








(Date) (Signature) 





(Name and Title) 


The original statement shall be signed by each person 
on whose behalf the statement is filed or his authorized 
representative. If the statement is signed on behalf of 
a person by his authorized representative (other than 
an executive officer or general partner of the bidder), 
evidence of the representative’s authortiy to sign on 
behalf of such person shall be filed with the statement. 
The name and any title of each person who signs the 
statement shall be typed or printed beneath his 
signature. 


[Secs. 13(d), 14(d), 14(e), 23, 48 Stat. 894, 901; sec. 
203(a) 49 Stat. 704; sec. 8, 49 Stat. 1379; sec. 10, 78 
Stat. 580; secs. 2, 3, 82 Stat. 454, 455; secs. 1, 2, 3-5, 84 
Stat. 1497; sec. 18, 89 Stat. 155; 15 U.S.C. 78m(d), 
78n(d), 78n(e), 78w.] 


By the Commission. 


George A. Fitzsimmons 
Secretary 


July 21, 1977 





SECURITIES ACT OF 1933 
Release No. 5845/ July 21, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9864/ July 21, 1977 
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ADVERTISING BY INVESTMENT COMPANIES 


Extension of Comment Period for 


Rulemaking 


Proposed 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of comment period. 


SUMMARY: This notice extends the period for 
comments on the notice published June 14, 1977 pro- 
posing a new rule and an amendment to an existing rule 
regarding advertising by investment companies. The 
proposed rule under the Securities Act of 1933 (‘‘1933 
Act’’) would permit any investment company 
registered under the Investment Company Act of 1940 
which has filed a registration statement under the 1933 
Act to advertise with respect to the securities covered 
by such registration statement subject to certain 
restrictions and conditions. The proposed amendment 
to an existing rule would remove the restriction limiting 
the use of expanded tombstone advertisements to 
investment companies whose registration statements 
under the 1933 Act have become effective. These pro- 
posals would permit inclusion of more information in 
such advertisements than permitted under existing 
laws and rules. 


DATES: Comments must be received on or before 
August 24, 1977. 


ADDRESSES: Comments should be sent in triplicate 
to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 N. Capitol Street, 
Washington, D.C. 20549 and should refer to File No. 
$7-705. 


FOR FURTHER INFORMATION CONTACT: Stanley 
B. Judd, Esq., Division of Investment Management, 
Securities and Exchange Commission, Washington, 
D.C. 20549 (202) 376-8056. 


SUPPLEMENTARY INFORMATION: 


Notice was published on June 8, 1977, 33-5833, I1C-9811 
[42 FR 30379, June 14, 1977] proposing the adoption of 
Rule 434d [42 CFR 230.434d] and an amendment to 
Rule 134 [17 CFR 230.134] under the Securities Act of 
1933 [15 U.S.C. 77a et seq.]. A request for an extension 
of time to August 24, 1977 was submitted on behalf of 
the Investment Companies and Investment Advisers 
Subcommittee of the American Bar Association Federal 
Regulation of Securities Committee (‘‘ABA’’). The 
ABA stated that because of the personal commitments 
and schedules of members of the Subcommittee, it 
would not be feasible for it to comment by. July 25, 
1977, the present expiration date of the comment 
period. In view of this request, the Commission has 
authorized an extension until August 24, 1977 of the 





due date for submitting comments with respect to the 
proposed rule and amendment. The Commission 
believes that this extension is appropriate and will not 
result in undue delay. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13753/July 15, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-77-8 


The National Association of Securities Dealers, Inc. 
submitted on July 7, 1977, a proposed rule change 
under Rule 19b-4 to establish a system of regulation 
with respect to the distribution of “direct participation” 
programs by members of the Association. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 18, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed change should be disapproved, intersted 
persons are invited to submit written data, views and 
arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-NASD-77-8. 
SR-NASD-77-8. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13754/July 15, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 9:45 a.m. (EDT) on July 
15, 1977 and terminating at midnight (EDT) on July 24, 
1977 of the securities of Verco Energy Corporation, a 
Delaware corporation with principal executive offices 
located at 630 Third Avenue, New York, New York 
10017; Scotti Commercial Corporation, a Delaware 
corporation with principal executive offices located at 
7700 Marine Road, North Bergen, New Jersey 07047; 
and Western United Resources, Inc., a Nevada 
corporation with principal executive offices located at 
3940 Grape Street, Denver, Colorado 80207. 


The Commission ordered the suspension of trading in 
the securities of the above-named companies because 
of the lack of adequate and accurate public information 
about the companies’ operations and financial 
condition. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert-to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13755/July 15, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INC. 
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File No. SR-MSE-77-23 


The Midwest Stock Exchange, Inc. submitted on July 
11, 1977 a proposed rule change under Rule 19b-4 to 
prescribe procedures for the suspension and 
termination of special floor registration of members for 
unsatisfactory performance. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 18, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-77-23. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13756/July 15, 1977 


In the Matter of 

AMERICAN STOCK EXCHANGE 
86 Trinity Place 

New York, New York 10006 
(SR-Amex-77-11) 


ORDER APPROVING PROPOSED RULE CHANGE BY 
AMERICAN STOCK EXCHANGE 


On May 13, 1977, the American Stock Exchange 
(‘“‘Amex’’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 


(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
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copies of a proposed rule change to delete the pro- 
vision for five-person arbitration panels in arbitrations 
between a member and a non-member involving $1,000 
or more. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13569 (May 23, 
1977)) and by publication in the Federal Register (42 FR 
29977 (June 10, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges, and in par- 
ticular, the requirements of Section 6 and the rules and 
regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission May 13, 1977, be, and it hereby 
is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13757/July 15, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INC. 


File No. SR-MSE-77-18 


The Midwest Stock Exchange, Inc. (‘‘MSE’’) submitted 
on May 31, 1977, a proposed rule change under Rule 
19b-4 to increase the fee charged for Regulation T 
extensions and §240.15c3-3 Buy-In extensions. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934. At any time within sixty days of the filing of 
such proposed rule change, the Commission may 
summarily abrogate such rule change if it appears to 
the Commission that such action is necessary or appro- 
priate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in 
the Federal! Register during the week of July 18, 1977. 





Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-MSE-77-18. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13758/July 15, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5843/July 15, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13759/ July 18, 1977 


ACCOUNTING SERIES 
Release No. 224/July 18, 1977 


Admin. Proc. File No. 3-4996 
In the Matter of 


ALLEN M. LINDENBERG 
4226 McCaslin Street 
Pittsburgh, Pennsylvania 


NOTICE OF PERMANENT DISQUALIFICATION 
FROM APPEARANCE OR PRACTICE BEFORE THE 
COMMISSION 


On February 17, 1976, the Commission entered an 
order, pursuant to Rule 2(e)(3)(i) of its Rules of Prac- 
tice, temporarily suspending Allen M. Lindenberg, a 


certified public accountant, from appearing or prac- 
ticing before the Commission: The order was based on 
the fact that, on November 25, 1975, Lindenberg was 
permanently enjoined by the United States District 
Court for the Western District of Pennsylvania in a suit 
brought by the Commission from violating Sections 
5(a), 5(c) and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. Lindenberg consented to 
the injunction without admitting or denying the sub- 
stantive allegations in the Commission’s complaint. 


The complaint in the injunctive action alleged that 
Lindenberg, who was president and chairman of the 
board of Computab, Inc., violated the above provisions 
of the federal securities laws in connection with the 
offer and sale of Computab common stock. According to 
the complaint, Lindenberg, together with others, sold 
the unregistered common stock of Computab to more 
than 260 persons but caused the sales to be recorded on 
Computab’s records in the names of only 24 persons 
and the stock certificates to be issued in those names. 
Lindenberg concealed the number of actual purchasers 
in an effort to make it appear that the sales were not 
subject to the registration requirements of the 
Securities Act. The complaint further alleged that, in 
connection with those sales, Lindenberg made untrue 
statements of material facts and omitted to state 
material facts relating to, among other things, the 
earnings and financial condition of Computab. 


Rule 2(e)(3)(ii) of the Commission’s Rules of Practice 
provides that any person temporarily suspended in 
accordance with paragraph (i) of that rule may, within 
30 days after service upon him of the order of tem- 
porary suspension, petition the Commission to lift such 
suspension, but that if no petition has been received by 
the Commission within 30 days after such service, the 
suspension shall become permanent. Lindenberg was 
duly notified of this provision. The 30 day period has 
expired and no petition to lift the suspension has been 
received by the Commission. 


Accordingly, notice is hereby given that the temporary 
suspension of Allen M. Lindenberg has become per- 
manent, and that he is therefore disqualified from 
appearing or practicing before the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13760/July 18, 1977 





1S E.C. v. Allen M. Lindenberg, Civ. Action No. 75-1514. 
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The Securities and Exchange Commission today 
announced that it had sent to each national securities 
exchange, the Options Clearing Corporation and the 
National Association of Securities Dealers, Inc., a letter 
concerning standardized options trading. The text of 
the Commission’s letter follows: 


* * * 


The Commission hereby requests each national 
securities exchange on which options are traded to 
refrain immediately from initiating trading in any class 
of options not traded on that exchange on July 15, 1977, 
notwithstanding any prior action by the Commission 
authorizing additional classes for trading, pending 
further notice from the Commission. 


In the past few years, the Commission has permitted 
several exchanges to initiate pilot programs for trading 
standardized options. The Commission has determined 
that it is appropriate at this time to initiate a review of 
standardized options trading generally, and also of the 
operation of individual pilot options programs. The 
Commission’s review will asssess, among other things, 
the sufficiency of the regulatory programs of those 
exchanges and of other self-regulatory organizations 
for maintaining fair and orderly markets in options and 
in the securities underlying those options. The review 
will consider, among other things, (i) the implications 
and effects of such trading, (ii) whether self-regulatory 
and Commission oversight programs with respect to 
those matters have adequately kept pace with the 
dramatic expansion of standardized options trading, 
and (iii) whether such programs are adequate for the 
prevention of fraudulent and manipulative acts and 
practices and for the maintenance of fair and orderly 
markets and the protection of investors. 


In the interim, the Commission does not expect to 


approve any pending proposed rule changes of 
self-regulatory organizations designed to initiate new 
programs for the trading of options or to expand 
existing ones. 


* 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13761/July 18, 1977 


Orders have been issued granting the application of the 
American Stock Exchange, Inc. to strike from listing 
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and registration the specified securities of the following 
companies: Gruen Industries, Inc., common stock, : 
$1.00 par value and Speizman Industries, Inc., common 
stock, $.10 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13762/July 18, 1977 


Notice has been issued giving interested persons until 
July 28 to request a hearing on an application of the 
following stock exchange for unlisted trading privileges 
in the common stock, $1.50 par value of the specified 
company: Philadelphia Stock Exchange, Inc.—Falcon 
Seaboard, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13763/July 18, 1977 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike from 
listing and registration the specified security of the 
following company: Colwell Mortgage Trust, warrants, 
expired December 15, 1977. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13764/ July 18, 1977 


Orders have been issued granting the application of the 
Pacific Stock Exchange to strike from listing and regi- 
stration the following specified securities: NL 
Industries, call options (all series) and RCA Corpora- 
tion, call options (all series). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13765/ July 18, 1977 


Orders have been issued granting the application of the 
Pacific Stock Exchange to strike from listing and regi- 
stration the specified securities of the following com- 
panies: Granby Mining Corporation, common stock, 
$1.66-%4 par value; Hydrometals, Inc., common stock, 
$$2.50 par value; and The Medimark Group, Inc., 
common stock, $.05 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13766/ July 19, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 597/ July 19, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9855/ July 19, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (Exchange Act), the Investment 
Advisers Act of 1940 (Advisers Act) and the Investment 
Company Act of 1940 (Investment Company Act) 
against William H. Langfield |! (Langfield), of Minne- 
apolis, Minnesota; Investors Diversified Services, Inc.., 
a Delaware Corp., (IDS Delaware) and Investors 
Diversified Serivces, Inc., a Minnesota Corp., (IDS 
Minnesota), both of Minneapolis, Minnesota; Allen & 
Company (Allen), of New York, New York; Alliben 
Corporation (Alliben), of Jersey City, New Jersey; 
Blyth, Eastman, Dillon & Co., Inc. (Blyth Eastman) of 
New York, New York; Doyle, O’Conner & Co., Inc. 
(Doyle O’Connor), formerly of Chicago, Illinois; Drexel 
Burnham & Co., Inc. (Drexel Burnham), of New York, 
New York; Albert Fried & Company (Albert Fried), of 
New York, New York; Heine, Fishbein & Co., Inc. 
(Heine), of New York, New York; Loeb, Rhoades & Co. 
(Loeb Rhoades), of New York, New York; McDonald & 
Co. (McDonald), of Cleveland, Ohio; Mitchum, Jones & 
Templeton, Inc. (Mitchum Jones), of Los Angeles, 
California; Oppenheimer & Co., Inc. (Oppenheimer), of 
New York, New York; G. A. Saxton & Co., Inc. 
(Saxton), of New York, New York; Robert D. Antolini 
(Antolini), of West Islip, New York; Lee Balter (Balter), 
of Hastings-on-the-Hudson, New York; Richard E. 
Bolton (Bolton), of Middletown, New Jersey; John A. 
Burrello (Burrello), of Mayfield Heights, Ohio; 
Anthony Ciulla (Ciulla), of West Islip, New York; 
Richard M. Crooks (Crooks), of New York, New York; 
Peter J. Da Puzzo (Da Puzzo), of Glen Ridge, New 
Jersey, Dudley A. Eppell (Eppell), of Princeton, New 
Jersey; Sanford Fishbein (Fishbein), of Teaneck, New 
Jersey; Lewis S. Goodman (Goodman), of Perry, New 
York; Charles E. Howley (Howley), of Pearl River, New 
York; Franklin T. Hurley (Hurley), of San Francisco, 
California; John P. McGinty (McGinty), of Lakewood, 
Ohio; James A. Murray (Murray), of Minneapolis, 
Minnesota; Frederic W. Rittereiser (Rittereiser), of 
Island Park, New York; John Sanfilippo (Sanfilippo), of 
Palos Heights, Illinois; John F. Walsh (Walsh), of 
Staten Island, New York; and William K. Weinstein 
(Weinstein), of Ketchum, Idaho. 


The Proceedings are based on allegations of violations 
by the above named broker-dealers and individuals of 
one or more sections of the Federal securities laws. The 
Commission’s order alleges that Alliben, Doyle 
O’Connor, Drexel Burnham, Albert Fried, Heine, Loeb 


Rhoades, McDonald, Mitchum Jones, Oppenheimer, 
Saxton, Burrello, Ciulla, Da Puzzo, Goodman, Howley, 
Hurely, Sanfilippo and Walsh wilfully violated and 
wilfully aided and abetted violations of the anti-fraud 
provisions of the Securities Act of 1933 (Securities Act) 
and the Exchange Act, wilfully violated or aided and 
abetted violations of the books and records provisions 
of the Exchange Act. The order also alleges that 
Alliben, Doyle O’Connor, Drexel Burnham, Albert 
Fried, Heine, Loeb Rhoades, McDonald, Mitchum 
Jones, Oppenheimer, Saxton, Balter, Da Puzzo, Eppell, 
Goodman, Howley, McGinty, Rittereiser, Walsh and 
Weinstein failed reasonably to supervise their 
employees with a view towards preventing violations of 
the anti-fraud provisions of the Securities Act and the 
Exchange Act and violations of the books and records 
provisions of the Exchange Act. 


The order alleges that Allen, Blyth Eastman, Antolini, 
Bolton, Crooks and Fishbein wilfully violated and 
wilfully aided and abetted violations of the anti-fraud 
provisions of the Securities Act and the Exchange Act, 
wilfully violated or wilfully aided and abetted violations 
of the books and records provisions of the Exchange Act 
and wilfully aided and abetted violations of Section 
17(e) of the Investment Company Act. In addition, 
Allen and Blyth Eastman have been charged with 
failure to supervise their employees with a view 
towards preventing violations of the anti-fraud provi- 
sions of the Securities Act and the Exchange Act, 
violations of the books and records provisions of the 
Exchange Act and aiding and abetting violations of 
Section 17(e) of the Investment Company Act. 


The order alleges that Langfield and Murray wilfully 
violated and wilfully aided and abetted violations of the 
anti-fraud provisions of the Securities Act, the 
Exchange Act and Section 206 of the Advisers Act and 
wilfully violating Section 17(e) of the Investment 
Company Act. In addition, Murray has been charged 
with a failure to supervise with a view towards 
preventing Langfied’s violations. Finally, the order 
alleges that IDS Minnesota failed reasonably to super- 
vise with a view towards preventing Langfield’s and 
Murray’s violations and also alleges that IDS Delaware 
has had in its employ a person, namely Murray, who 
wilfully violated and wilfully aided and abetted 
violations of various sections of the Federal securities 
laws as stated herein. 


The order alleges that the broker-dealers listed above 
and several of the individuals listed above executed 
trades directly with Langfield, formerly an over-the- 
counter (OTC) trader for Investors Diversified Services, 
Inc. (a registered broker-dealer and investment 
adviser) for his personal account. The order also alleges 
that these firms and several of their employees gave 
Langfield preferential price treatment when he 
executed trades with them for his personal account and 
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failed to disclose on their books and records that Lang- 
field was their firm’s customer. 


Specifically, the staff alleges that Langfield was 
employed as an OTC trader for IDS Minnesota from 
August 1969 until April 1974 and that IDS Minnesota 
served (and IDS Delaware now serves) as investment 
adviser to several registered investment companies 
(the IDS Funds). Langfield, in his capacity as a trader 
for IDS Minnesota’s OTC trading department, was 
responsible for trading OTC securities for the IDS 
Funds and had total discretion to determine with which 
OTC market-makers (from a list well in excess of 100 
market-makers approved by IDS Minnesota) to execute 
orders on behalf of the IDS Funds. Langfield also had 
discretion within the limits set by the IDS Funds’ 
portfolio managers to determine the timing, amounts 
and purchase and sale prices of OTC securities pur- 
chased and sold for the IDS Funds. 


During the years 1971, 1972 and 1973, Langfield 
executed approximately $1.8 billion in purchases and 
sales of securities for the IDS Funds. During the period 
from August 1969 to April 1974, when Langfield was 
executing OTC orders directly with market-makers 
(broker-dealers) for the IDS Funds, Langfield was also 
negotiating other trades and placing other orders for 
his personal account, and from November of 1973 until 
January 1974 for Murray’s (vice president of IDS 
Minnesota and IDS Delaware and Langfield’s super- 


visor) wife’s personal account, directly with many of the 
same market-makers with whom he placed IDS Fund 
orders for execution. 


Langfield executed trades for his personal account 
directly with traders, institutional salesman, super- 
visors, officers and partners of a number of OTC 
market-makers, including Allen, Alliben, Blyth 
Eastman, Doyle O’Connor, Drexel Burnham, Albert 
Fried, Loeb Rhoades, McDonald, Mitchum Jones, 
Oppenheimer, and Saxton (hereinafter referred to as 
the ‘‘market-makers’’). During the same period of time 
Langfield traded directly with these ‘‘market-makers’’ 
for his personal accounts, these ‘‘market-makers,’’ for 
the most part, also transacted substantial business 
through Langfield with the IDS Funds. 


Since Langfield did not maintain an individual 
brokerage account at each of the ‘‘market-makers’*, he 
instructed personnel at the ‘‘market-makers’’ to 
confirm his personal transactions to one of the 
registered broker-dealers where he maintained his 
personal brokerage account. The records of these 
**market-makers’’ reflect that Langfield’s transactions 
had been placed with them directly by the 
broker-dealers with whom Langfield maintained his 
personal account when, in fact, Langfield negotiated 
and effected these trades directly with the ‘‘market- 
makers.’’ 
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The staff alleges that Langfield maintained personal 
brokerage accounts with several broker-dealers in- 
cluding, among others, Heine. He generally reported to 
Heine at the end of each day his personal trading activi- 
ties for that day and the specific times during the day at 
which he claimed he had executed his trades. An em- 
ployee of Heine (usually Fishbein, the former chairman 
of the board) would then prepare the required records 
indicating that a purchase or sale of securities between 
Heine and the ‘‘market-maker’’ involved in the traded 
had been consummated. Whoever prepared Heine’s 
records would then turn back Heine’s time clock and 
time stamp the trading memoranda to reflect the exact 
time of the day that Langfield had indicated he had 
executed the particular trade in question. Heine would 
then send written confirmations of Langfield’s trades to 
each of the ‘‘market-makers’’ with whom Langfield had 
negotiated a trade. Langfield’s trades were handled by 
Heine in the same manner that it would handle orders 
which it had place directly with the ‘‘market-makers.’’ 
Thus, Heine’s records created the inaccurate impres- 
sion that Heine had negotiated the terms of Langfield’s 
actual trade and place his buy or sell order when, in 
fact, it had done neither. 


The staff further alleges that the books and records at 
both the ‘‘marker-makers’’ and Heine (where Langfield 
maintained his personal account and the personal 
account of Murray’s wife), as well as the records of the 
other registered broker-dealers where Langfield main- 
tained a personal account, did not reflect the fact that 
Langfield negotiated and executed his trades directly 
with the ‘‘market-makers’’ and caused these trades to 
be confirmed to his personal account at Heine or his 
personal account at another registered broker-dealer. 
The books and records of the ‘‘market-makers’’ 
inaccurately reflected Heine or another registered 
broker-dealer where Langfield maintained his personal 
account as their customer instead of Langfield. Lang- 
field’s name did not appear on the ‘‘market-maker’s”’ 
records as their firm’s customer, even though he nego- 
tiated the terms of his trades including price, quantity, 
place of delivery and payment. The books and records 
of Heine, as well as the books and records of the other 
registered broker-dealers where Langfield had place 
his buy and sell orders directly with a representative of 
Heine or another registered broker-dealer where he 
maintained a personal account and that Heine or 
another firm subsequently executed these orders as 
agent for Langfield with the ‘‘market-makers’’ when, in 
fact, this was inaccurate. 


The staff alleges that the ‘‘market-makers’’, Heine and 
the other broker-dealers where Langfield maintained a 
personal account afforded Langfield an opportunity to 
trade directly with their firms in a unique manner un- 
available to other individual customers. 


In addition, the staff alleges that from October 1970 to 





April 1974, Langfield executed approximately 1,850 
trades in approximately 300 different OTC stocks for his 
personal account with various broker-dealers including 
the ‘‘market-makers.’’ Of these 1,850 trades, 
twenty-one percent involved purchases and sale of the 
same securities on the same day, another 28 percent 
involved purchases and sales of the same security 
within one day’s time, 13 percent involved purchases 
and sales of the same security within two days time, 8 
percent involved purchases and sales of the same 
security within four to ten days time, and only 10 
percent involved purchases and sales of securities 
which were held over 11 days. Langfield’s success 
ratio on these 1,850 transactions (or the percentage of 
trades in which he earned a profit) was 81 percent. 
During this period of time, Langfield, who received an 
annual salary of approximately $25,000 from IDS 
Minnesota, netted, in addition to his salary, in excess of 
$330,000 as a result of trading directly with various 
firms for his personal account including his trades with 
the ‘‘market-makers.’’ 


Langfield’s supervisor at |DS Minnesota, Murray, was 
aware that Langfield traded directly with market-mak- 
ers for his personal account. In October or early 
November 1973, Murray informed Langfield that he 
(Murray) was suffering at $6,000 trading loss in his 
wife’s account. Langfield told Murray that he would be 
willing to negotiate trades for Murray’s wife’s account 
in an effort to reduce her losses. Murray informed 


Langfield that he would like to accept Langfield’s offer 
but did not, at that time, have adequate capital to 
finance such a venture. Langfield offered to lend 
Murray $10,000 at a nominal interest rate. Murray 
accepted this personal loan and placed the $10,000 into 
an account in his wife’s name at Heine which he opened 
at Langfield’s suggestion. 


The. staff alleges that from November 1973 until 
February 1974, Langfield negotiated 48 trades directly 
with several of the ‘‘market-makers’’ for Murray’s 
wife’s account. Langfield traded for Murray’s wife’s 
account in the same manner that he traded for his own 
account, that is, Langfield contacted market-makers 
directly, negotiated and placed orders in OTC stocks 
and caused these transactions to be confirmed to 
Heine. Sixty-four percent of Langfield’s trades for 
Murray’s wite’s account involved purchases and sales 
of the same security on the same day, 20 percent more 
involved purchases and sales of the same security in 
one day’s time, 8 percent involved purchases and sales 
of the same security within two days time, and only 4 
percent of the OTC stocks that Langfield purchased and 
sold for Murray’s wife’s account were held between 
four and ten days. With Langfield trading for 
(Murray’s) wife’s account, Murray’s success ratio (or 
percentage of trades which were profitable) was 88 
percent. During the approximately two-month period of 
time in which Langfield traded for Murray’s wife’s 


account, Murray realized a profit of approximately 
$5,500. 


IDS Minnesota was aware of the volume of Langfield’s 
personal trading activities through receipt of the forms 
required to be filed with them by Langfield under 
Section 204 and Rule 204-2(12) of the Advisers Act. 
Pursuant to these provisions of the Advisers Act, IDS 
Minnesota was required to maintain, on a quarterly 
basis, a record of the personal trading activities of all 
employees involved in the formation and execution of 
investment decisions. Langfield began reporting all of 
his personal transactions to IDS Minnesota in the last 
quarter of 1971. These reports were lengthy, listing at 
times in the vicinity of 150 to 200 short-term trades per 
quarter. These forms reflected the name of the security , 
bought or sold, its price, the quantity involved and the 
name of the broker-dealer where Langfield maintained 
his personal account. IDS Minnesota also received 
copies of Langfield’s monthly account statements and 
confirmations from the brokerage firms where 
Langfield maintained his personal account. 


The staff has alleged in the Commission’s Order for 
Proceedings that each of the ‘‘market-makers’’, Allen, 
Alliben, Blyth Eastman, Doyle O’Connor, Drexel 
Burnham, Albert Fried, Loeb Rhoades, McDonald, 
Mitchum Jones, Oppenheimer and Saxton, executed 
trades directly with Langfield for his personal account 
and confirmed these trades to Heine or the registered 
broker-dealer where Langfield maintained his personal 
account during the same period of time these 
‘*market-makers’’ were, for the most part, transacting 
substantial business through Langfield with the IDS 
Funds. The books and records of these ‘‘market-mak- 
ers’’ did not disclose the fact that Langfield traded 
directly with them for his personal account and that 
they subsequently confirmed these transactions to 
Heine or the broker-dealer where he maintained a 
personal account. These ‘‘market-makers’’ books and 
records gave the inaccurate impression that Langfield 
placed orders directly with Heine or the broker-dealer 
where he maintained his personal account and that 
these trades were, in turn, executed for Langfield by 
Heine. In addition, when Langfield traded directly with 
the ‘‘market-makers’’ in this manner, they gave Lang- 
field preferential treatment in both his and Murray’s 
wife’s personal accounts. This preferential treatment 
consisted of, among other things, giving Langfield 
direct access to the market-makers’ trading personnel 
when executing trades for his personal account or 
Murray’s wife’s account (an advantage not given to the 
market-makers’ non-institutional customers), giving 
Langfield the use of price and volume quotations when 
trading for his personal account or Murray’s wife’s 
account that would only be given in some instances to 
preferred institutional customers, and giving Langfield 
prices on OTC securities purchased or sold for his 
personal account and Murray’s wife’s account which 
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were inconsistent with and more advantageous than the 
prevailing market prices as represented by the 
‘*market-makers’’’ bid and ask quotations in NASDAQ 
at the time of Langfield’s trade, or which were incon- 
sistent with other purchases and sales executed by that 
market-maker at the same time or immediately before 
or immediately after Langfield’s trade. 


Several of the Respondents (Langfield, IDS Delaware, 
IDS Minnesota, Alliben, Doyle O’Connor, Drexel 
Burnham, Albert Fried, Heine, Loeb Rhoades, 
McDonald, Mitchum Jones, Oppenheimer, Saxton, 
Balter, Burrello, Ciulla, Da Puzzo, Eppell, Howley, 
Hurley, McGinty, Goodman, Murray, Rittereiser, 
Sanfilippo, Walsh and Weinstein) have submitted 
Offers of Settlement which have been accepted by the 
Commission. (See Exchange Act Release No.___and__ 
entitled Findings and Order Imposing Remedial 
Sanctions.) 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford. the 
remaining Respondents (Allen, Blyth Eastman, 
Antolini, Balter, R. Crooks and Fishbein) an oppor- 
tunity to offer any defenses thereto, for the purpose of 
determining whether the allegations are true, and, if 
so, whether any action of a remedial nature should be 
ordered by the Commission. 


The National Association of Securities Dealers, Inc. was 
instrumental in the development of this proceeding. 
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In the Matter of 


WILLIAM H. LANGFIELD II 
3900 Beard Avenue 
S. Minneapolis, Minnesota 55410 


ALLIBEN CORPORATION 

(formerly known as M. S. Wien & Co., Inc.) 
(File No. 8-9861 

c/o Corporation Trust Co. 

15 Exchange Place 

Jersey City, New Jersey 


DOYLE, O’CONNOR & CO., INC. 
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(File No. 8-12971) 

c/o Corporation Trust Company 
100 W. 10th Street 
Wilmington, Delaware 


DREXEL BURNHAM & CO., INC. 
(File No. 8-6161) 

(File No. 8-16936) 

(File No. 801-8441) 

60 Broad Street 

New York, New York 


ALBERT FRIED & COMPANY 
(File No. 8-3337) 

77 Water Street 

New York, New York 


HEINE, FISHBEIN & CO., INC. 
(File No. 8-17443) 

One State Street Plaza 

New York, New York 


LOEB, RHOADES & CO. 
(File No. 8-279) 

(File No. 801-810) 

42 Wall Street 

New York, New York 


MCDONALD & COMPANY 

(File No. 8-1900) 

(File No. 801-05331) 

2100 Central National Bank Bldg. 
Cleveland, Ohio 44114 


MITCHUM, JONES & TEMPLETON, INC. 
(File No. 8-10858) 

(File No. 801-2943) 

312 West Fifth Street 

Los Angeles, California 


OPPENHEIMER & CO., INC. 
(File No. 801-10574) 

One New York Plaza 

New York, New York 


G. A. SAXTON & CO., INC. 
(File No. 8-1568) 

(File No. 801-10564) 

100 Wall Street 

New York, New York 


LEE BALTER 
112 Lefurgy Avenue 
Hastings-on-the-Hudson, New York 


JOHN A. BURRELLO 
6513 Gatesmill Blvd. 
Mayfield Heights, Ohio 





ANTHONY CIULLA 
7 Carol Lee Court 
West Islip, New York 11795 


PETER J. DA PUZZO 
456 Ridgewood Avenue 
Glen Ridge, New Jersey 07028 


DUDLEY A. EPPELL 
Cherry Valley Road 

R. D. 2 

Princeton, New Jersey 08540 


LEWIS S. GOODMAN 
46 Perry Street 
Perry, New York 


CHARLES E. HOWLEY 
One Just Garick Lane 
Pearl River, New York 10965 


FRANKLIN T. HURLEY 

2459 Larkin 

Apt. No. 5 

San Francisco, California 94109 


JOHN P. MCGINTY 
1039 Kirtland 
Lakewood, Ohio 44107 


FREDERIC W. RITTEREISER 
238 Washington Avenue 
Island Park, New York 


JOHN SANFILIPPO 
12929 Golf View Lane 
Palos Heights, Illinois 60463 


JOHN F. WALSH 
63 St. George Drive 
Staten Island, New York 10304 


WILLIAM K. WEINSTEIN 
Box 1240 A 
Ketchum, Idaho 83340 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings' ordered pursuant to the Securi- 





1The Order for Proceedings entitled In the Matter of 
William H. Langfield II, et al. was issued simultaneously 
with the Commission’s acceptance of these Offers of 
Settlement. 


ties Exchange Act of 1934 (Exchange Act), the Invest- 
ment Advisers Act of 1940 (Advisers Act) and the 
Investment Company Act of 1940 (Investment Company 
Act), Respondents William H. Langfield |! (Langfield), 
Alliben Corporation (Alliben), formerly known as M. S. 
Wien & Co., Inc., Doyle O’Connor & Co., Inc. (Doyle 
O’Connor), Drexel Burnham & Co., Inc. (Drexel 
Burnham), Albert Fried & Company (Albert Fried), 
Heine, Fishbein & Co. (Heine), Loeb, Rhoades & Co. 
(Loeb Rhoades), McDonald & Company (McDonald), 
Mitchum Jones & Templeton, Inc. (Mitchum Jones), 
Oppenheimer & Co., Inc. (Oppenheimer), G. A. Saxton 
& Co., Inc. (Saxton), Lee Balter (Balter), John A. 
Burrello (Burrello), Anthony Ciulla (Ciulla), Peter J. Da 
Puzzo (Da Puzzo), Dudley A. Eppell (Eppell), Lewis S. 
Goodman (Goodman), Charles E. Howley (Howley), 
Franklin T. Hurley (Hurley), John P. McGinty 
(McGinty), Frederic W. Rittereiser (Rittereiser), John 
Sanfilippo (Sanfilippo), John F. Walsh (Walsh) and 
William K. Weinstein (Weinstein) have submitted 
Offers of Settlement which the Commission has deter- 
mined to accept. Solely for the purpose of these pro- 
ceedings and without admitting or denying the allega- 
tions contained in the Order for Proceedings, the 
Respondents have consented to the findings and sanc- 
tions set forth below.' 


On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that Alliben, Doyle 
O’Connor, Drexel Burnham, Albert Fried, Heine, Loeb 
Rhoades, McDonald, Mitchum Jones, Oppenheimer, 
Saxton, Burrello, Ciulla, Da Puzzo, Goodman, Howley, 
Hurley, Sanfilippo and Walsh wilfully violated and 
wilfully aided and abetted violations of Section 17(a) of 
the Securities Act of 1933 (Securities Act) and Section 
10(b) of the Exchange Act and Rule 10b-5 (17 C.F.R. 
240.10b-5) thereunder; that Alliben, Doyle O’Connor, 
Drexel Burnham, Albert Fried, Heine, Loeb Rhoades, 
McDonald, Mitchum Jones, Oppenheimer, and Saxton 
wilfully violated and Burrello, Ciulla, Da Puzzo, 
Goodman, Howley, Hurly, Sanfilippo and Walsh wilfully 
aided and abetted violations of Section 17(a) of the 
Exchange Act and Rule 17a-3 (17 C.F.R. 240.17a-3) 
thereunder; and that Alliben, Doyle O’Connor, Drexel 
Burnham, Albert Fried, Heine, Loeb Rhoades, 
McDonald, Mitchum Jones, Oppenheimer, Saxton, 
Balter, Da Puzzo, Eppell, Goodman, Howley, McGinty, 
Rittereiser, Walsh and Weinstein failed reasonably to 
supervise persons subject to their supervision who 
committed such violations with a view towards pre- 
venting the violations alleged in the Order for Pro- 
ceedings. In addition, it is found, on the basis of the 
Order for Proceedings and his Offer of Settlement, that 
Langfield wilfully violated and wilfully aided and 





1 These findings herein are not binding on any other re- 
spondent named in these proceedings. 
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abetted violations of Section 17(a) of the Securities Act, 
Section 10(b) of the Exchange Act and Rule 10b-5 (17 
C.F.R. 240.10b-5) thereunder, and Section 206 of the 
Advisers Act, and that Langfield wilfully violated 
Section 17(e) of the Investment Company Act. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of Settle- 
ment. 


Accordingly, IT IS ORDERED: 


1. That effective at the opening of business on the 
second Monday after the date of this Order Respondent 
Langfield is hereby barred from association with any 
broker or dealer, investment adviser, investment 
company or affiliate thereof. 


2. That effective at the opening of business on the 
second Monday after the date of this Order,Respon- 
dents Doyle O’Connor, Heine and Saxton are hereby 
censured by the Commission, and that effective within 
20 days after the date of this Order Respondents Doyle 
O’Connor, Heine and Saxton consent to adopt and 
maintain, if they ever re-enter the securities business, 
the following procedures. 


In situations where an individual instructs or requests 
Respondents to effect a transaction for his personal 
account or the personal account of another for whom he 
has been authorized to effect transactions, where said 
transactions will be confirmed in the name of a third 
party, such transactions wil! be recorded on Respon- 
dents’ books and records in a manner which will reflect 
the identity of the person placing the order, the person 
for whom effected, and the party in whose name such 
transactions are confirmed. 


In the event that any of the individuals described in the 
preceding paragraph is an officér, director, or 
employee of another of Respondents’ customers and 
has the responsibility or authority, directly or indi- 
rectly, to place or direct or negotiate securities trans- 
actions on behalf of such other customer of the Respon- 
dents, his affiliation with such other customer shall be 
reflected in the books and records of the Respondents. 
In addition, the prior approval of the appropriate super- 
visory personnel must be sought, following the 
adoption of this procedure, before the first of the trans- 
actions described in the preceding paragraph is 
effected for each such individual. 


The foregoing is not applicable to omnibus and other 
types of conduit accounts in which orders are received 
directly from a clearing agent. 


The foregoing is also not meant to require that the 
names of individuals placing orders with Respondent 
on behalf of Respondents’ institutional clients be 
recorded on Respondents’ books and records when the 
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individuals are placing institutional orders as opposed 
to orders for their personal accounts or the personal 
accounts of others. 


3. That effective at the opening of business on the 
second Monday after the date of this Order, Alliben is 
hereby censured by the Commission and in lieu of a 
suspension from effecting transactions in over-the- 
counter securities for a period of five business days, 
Alliben agrees to pay $10,000 to the appropriate IDS 
investment companies for whom Langfield effected 
transactions. 


4. That effective at the opening of business on the 
second Monday after the date of this Order, Drexel 
Burnham is hereby censured by the Commission and in 
lieu of a suspension from effecting transactions in 
over-the-counter securities for a period of five business 
days, Drexel Burnham agrees to pay $10,000 to the 
appropriate IDS investment companies for whom Lang- 
field effected transactions. 


5. That effective at the opening of business on the 
second Monday after the date of this Order, McDonald 
is hereby censured by the Commission and in lieu of a 
suspension from effecting transactions in over-the- 
counter securities for a period of five business days, 
McDonald agrees to pay $10,000 to the appropriate IDS 
investment companies for whom Langfield effected 
transactions. 


6. That effective at the opening of business on the 
second Monday after the date of this Order, Loeb 
Rhoades is hereby censured by the Commission and in 
lieu of asuspension from effecting transactions in over- 
the-counter securities for a period of ten business days, 
Loeb Rhoades agrees to pay $20,000 to the appropriate 
IDS investment companies for whom Langfield effected 
transactions. 


7. That effective at the opening of business on the 
second Monday after the date of this Order, Oppen- 
heimer is hereby censured by the Commission and in 
lieu of asuspension from effecting transactions in over- 
the-counter securities for a period of 20 business days, 
Oppenheimer agrees to pay $40,000 to the appropriate 
IDS investment companies for whom Langfield effected 
transactions. 


8. That effective at the opening of business on the 
second Monday after the date of this Order, Albert 
Fried and Mitchum Jones are hereby censured by the 
Commission and are suspended from effecting trans- 
actions in over-the-counter securities for a period of five 
business days; however, this suspension is hereby 
suspended provided that in lieu of the aforementioned 
suspension Albert Fried and Mitchum Jones pay 
$10,000 each to the appropriate IDS investment com- 
panies for whom Langfield effected transactions. 





9. That effective within 20 business days after the 
date of this Order, Respondents Alliben, Drexel 
Burnham, Albert Fried, Loeb Rhoades, McDonald, 
Mitchum Jones and Oppenheimer adopt and maintain 
(or if already adopted, continue to maintain) the 
following procedures. 


In situations where an individual instructs or requests 
Respondents to effect a transaction for his personal 
account or the personal account of another for whom he 
has been authorized to effect transactions, where said 
transactions will be confirmed in the name of a third 
party, such transactions will be recorded on Respon- 
dents’ books and records in a manner which will reflect 


the identity of the person placing the order, the person | 


for whom effected, and the party in whose name such 
transactions are confirmed. 


In the event that any of the individuals described in the 
preceding paragraph is an officer, director, or 
employee of another of Respondents’ customers and 
has the responsibility or authority, directly or 
indirectly, to place or direct or negotiate securities 
transactions on behalf of such other customer of the 
Respondents, his affiliation with such other customer 
shall also be reflected in the books and records of the 
Respondents. In addition, the prior approval of the 
appropriate supervisory personnel must be sought, 
following the adoption of this procedure, before the 
first of the transactions described in the preceding 
paragraph is effected for each such individual. 


The foregoing is not applicable to omnibus and other 
types of conduit accounts in which orders are received 
directly from a clearing agent. 


The foregoing is also not meant to require that the 
names of individuals placing orders with Respondents 
on behalf of Respondents’ institutional clients be 
recerded on Respondent’s books and records when the 
individuals are placing institutional orders as opposed 
to orders for their personal accounts or the personal 
accounts of others. i 


10. That effective at the opening of business on the 
second Monday after the date of this Order, Balter, 
Eppell, McGinty, Rittereiser and Weinstein are hereby 
censured. 


11. That Goodman is hereby censured, and effective 
five business days after he receives notice of this Order, 
Goodman is hereby suspended for five business days 


from association with a broker-dealer, investment 
adviser, investment company or affiliate thereof. 


12. That effective at the opening of business on the 
second Monday after the date of this Order, Burrello, 
Da Puzzo and Sanfilippo are censured and suspended 
for five business days from association with a 


broker-dealer, investment adviser, investment com- 
pany or affiliate thereof. 


13. That effective at the opening of business on the 
second Monday after the date of this Order, Hurley and 
Walsh are censured and suspended for ten business 
days from association with a broker-dealer, investment 
adviser, investment company or affiliate thereof. 


14. That effective at the opening of business on the 
second Monday after the date of this Order, Ciulla and 
Howley are censured and suspended for 20 business 
days from association with a broker-dealer, investment 
adviser, investment company or affiliate thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13768/ July 19, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 599/ July 19, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9857/ July 19, 1977 


Admin. Proc. File No. 3-5258 
In the Matter of 


INVESTORS DIVERSIFIED SERVICES, INC. 
(a Delaware Corp.) 

(File No. 8-18277) 

(File No. 801-10579) 

IDS Tower 

Minneapolis, Minnesota 


INVESTORS DIVERSIFIED SERVICES, INC. 
(a Minnesota Corp.) 

(File No. 8-340) 

(File No. 801-8150) 

IDS Tower 

Minneapolis, Minnesota 


JAMES A. MURRAY 
2360 Brookridge Avenue 
Minneapolis, Minnesota 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 
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In these proceedings’ ordered pursuant to the Securi- 
ties Exchange Act of 1934 (Exchange Act) and the 
Investment Advisers Act of 1940 (Advisers Act) and the 
Investment Company Act of 1940 (Investment Company 
Act), Respondents Investors Diversified Services, Inc., 
a Delaware Corp. (IDS Del.), Investors Diversified 
Services, Inc., a Minnesota Corp., (IDS Minn.) and 
James A. Murray (Murray) have submitted Offers of 
Settlement which the Commission has determined to 
accept. Solely for the purpose of settling these pro- 
ceedings and without admitting or denying the 
allegations contained in the Order for Proceedings, IDS 
Del., IDS Minn. and Murray make certain undertakings 
and consent to the findings and sanctions set forth 
below.’ 


_ On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that IDS Del. and IDS 
Minn. failed reasonably to supervise William H. 
Langfield, Il, a former member of IDS Minn.’s Trading 
Department, and James A. Murray, a vice-president of 
IDS Minn. and Del., with a view towards preventing the 
violations of Federal securities laws as alleged in the 
Order for Proceedings and that Murray wilfully violated 
Section 17 (a) of the Securities Act of 1933, Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder, 
Section 17(e) of the Investment Company Act, Section 
206 of the Advisers Act, and failed reasonably to 
supervise William H. Langfield II with a view towards 
preventing his violations as alleged in the Order for 
Proceedings. 


The Commission notes that IDS Minn. and Del. have 
undertaken to implement and enforce a written state- 
ment of policy with respect to personal trading in 
securities by members of IDS Minn.’s and Del.’s 
Trading Department and that IDS Minn. and Del. have 
undertaken to pay to the appropriate investment 
companies which they advise an amount (approxi- 
mately $400,000) equal to the pre-tax net profits which 
William H. Langfield || made from securities trading 
for his own account and for the accounts of other 
individuals during the period in which he was employed 
by IDS Minn. The Commission also notes that Murray 
has undertaken to pay IDS Del. which, in turn, will turn 
over to the appropriate investment companies which it 
advises an amount (approximately $5,800) equal to the 
net profits resulting from William H. Langfield I!’s 
trading in securities for Murray and that Murray has 





1The Order for Proceedings entitled In the Matter of 
William H. Langfield II, et al. was issued simultaneously 
with the Commission’s acceptance of these Offers of 
Settlement. 


2These findings herein are not binding on any other re- 
spondent named in these proceedings. 
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undertaken to comply with the statement of policy 
adopted by IDS Minn. and Del. 


Furthermore, the Commission notes that the investiga- 
tion by the staff has not developed evidence which 
indicates that the investment companies for which IDS 
Minn. and Del. act as investment adviser received 
unfavorable or favorable prices in the execution of 
transactions with various executing market-makers 
named as respondents in this Proceeding. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of Settle- 
ment. 


Accordingly, IT 1S ORDERED, effective at the opening 
of business on the second Monday after the date of this 
Order, that: 


1. That IDS Del. and IDS Minn. are hereby censured 
by the Commission. 


2. That Murray is hereby censured by the Commis- 
sion and suspended for 45 days from being associated 
with a broker-dealer or investment adviser, and from 
serving or acting as an employee, officer, director, 
member of any advisory board, investment adviser or 
depositor of or principal underwriter for a registered 
investment company or affiliated person of such invest- 
ment adviser, depositor or principal underwriter. In 
addition, Murray is hereby suspended for one year 
from being associated in a supervisory capacity with a 
broker-dealer or investment adviser and from serving 
or acting in that capacity as an employee, officer, 
director, member of an advisory board, investment 
adviser or depositor of or principal underwriter for a 
registered investment company or an affiliated person 
of such investment adviser, depositor or principal 
underwriter; provided, however, that this suspension 
shall not apply to the supervision of the execution of 
portfolio transactions for the investment companies and 
others for which IDS Del. acts as investment adviser 
and for IDS Del. and its subsidiaries. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13769/ July 19, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (Exchange Act) against Black & 





Company, Inc. (Black); Faulkner, Dawkins & Sullivan, 
Inc. (Faulkner); Goldman, Sachs & Co. (Goldman 
Sachs); Josephthal & Co. (Josephthal); Lehman 
Brothers, Inc. (Lehman); Merrill Lynch, Pierce, Fenner 
& Smith, Inc. (Merrill Lynch); L. M. Rosenthal & Co., 
Inc. (Rosenthal); Salomon Brothers (Salomon); Shields, 
Model, Roland Holding Corp. (Shields Model); Smith 
Barney, Harris Upham & Co., Inc. (Smith Barney); 
Stuart Brothers (Stuart); Troster, Singer & Co. 
(Troster) and Weeden & Co. (Weeden). Black is a 
registered broker-dealer with its principal place of 
business located in Portland, Oregon. Faulkner, Gold- 
man Sachs, Josephthal, Lehman, Merrill Lynch, 
Salomon, Smith Barney, Stuart, Troster and Weeden 
are all registered broker-dealers with their principal 
places of business located in New York, New York. 
Rosenthal, formerly of New York, New York, was 
registered with the Commission as a broker-dealer until 
February 8, 1976. Shields Model, of New York, New 
York, was registered with the Commission as a broker- 
dealer until March 10, 1975 under the name of Shields 
& Co., Inc. 


The proceedings are based on allegations of the 
Commission’s staff that the above named firms violated 
the books and records provisions of the Exchange Act 
by failing to make and keep current certain of their 
books and records. Specifically, the staff alleges that 
William H. Langfield I! (Langfield), formerly an over- 
the-counter (OTC) trader for Investors Diversified 
Services, Inc. (IDS), a registered broker-dealer and 
investment adviser to several registered investment 
companies (the IDS Funds), executed trades for his 
personal account directly with representatives of 
various registered broker-dealers, including Faulkner, 
Goldman Sachs, Josephthal, Lehman, Merrill Lynch, 
Rosenthal, Salomon, Shields Model, Smith Barney, 
Stuart, Troster and Weeden, and caused these trades to 
be .confirmed to a firm where he maintained his 
personal brokerage account. These 12 firms listed 
above inaccurately recorded on their books and records 
that the firm where Langfield maintained his personal 
brokerage account was their customer rather than 
Langfield. 


The staff further alleges that Langfield, in his capacity 
as an OTC trader for IDS, had total discretion to 
determine with which OTC market-makers (from a list 
well in excess of 100 market-makers approved by IDS) 
to execute orders on behalf of the |DS Funds. Langfield 
also had discretion within the broad limits set by the 


IDS Funds’ portfolio managers to determine the 
timing, amounts and purchases and sales prices of OTC 
securities bought and sold for the IDS Funds. 


During 1971, 1972 and 1973, Langfield executed 
approximately $1.8 million in purchases and sales of 
OTC securities for the IDS Funds. The staff alleges that 
during the same period of time that Langfield was 


transacting substantial business for the IDS Funds 
directly with various registered broker-dealers, 
including Faulkner, Goldman Sachs, Josephthal, 
Lehman, Merrill Lynch, Rosenthal, Salomon, Shields 
Model, Smith Barney, Stuart, Troster and Weeden, he 
was also executing trades for his personal account 
directly with traders, institutional salesmen, super- 
visors, officers and partners of Faulkner, Goldman 
Sachs, Josephthal, Lehman, Merrill Lynch, Rosenthal, 
Salomon, Shields Model, Smith Barney, Stuart, Troster 
and Weeden. In addition, Langfield executed trades 
with several of these broker-dealers for James A. 
Murray’s (a vice-president and Langfield’s supervisor 
at IDS) wife’s personal account. 


The staff also alleges that since Langfield did not main- 
tain an individual brokerage account at each of the 
above listed firms, he instructed personnel at these 
firms to confirm his personal transactions to one of the 
registered broker-dealers where he maintained his 
personal brokerage account or Murray’s wife’s 
personal account. The books and records of Faulkner, 
Goldman Sachs, Josephthal, Lehman, Merrill Lynch, 
Rosenthal, Salomon, Shields Model, Smith Barney, 
Stuart, Troster and Weeden did not reflect the fact that 
Langfield negotiated and executed trades directly with 
these firms and caused his trades to be confirmed to his 
personal brokerage account at various broker-dealers, 
including Black. These firms’ books and records 
inaccurately reflect Black or another registered broker- 
dealer where Langfield maintained his personal 
account as their customer. Langfield’s name never 
appeared on the books and records of these firms even 
though he negotiated the terms of his trades including 
price, quantity, place of delivery and payment. 
Similarly, the books and records of Black, as well as 
the other registered broker-dealers where Langfield 
maintained his personal account give the inaccurate 
appearance that Langfield placed his buy and sell 
orders directly with Black or another registered broker- 
dealer where he maintained his personal account and 
that Black subsequently executed Langfield’s buy and 
sell orders with the above named firms when, in fact, 
this was untrue. 


All of the Respondents (Black, Faulkner, Goldman 
Sachs, Josephthal, Lehman, Merrill Lynch, Rosenthal, 
Salomon, Shields Model, Smith Barney, Stuart, Troster 
and Weeden) have submitted Offers of Settlement 
which have been accepted by the Commission. (See 
Exchange Act Release No. 13770 entitled Findings and 
Order Imposing Remedial Sanctions.) 


The National Association of Securities Dealers, Inc. was 
instrumental in the development of this proceeding. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13770/July 19, 1977 


Admin. Proc. File No. 3-5259 
In the Matter of 


BLACK & COMPANY, INC. 
(File No. 8-7602) 

(File No. 801-9626) 
American Bank Building 
621 S.W. Morrison 
Portland, Oregon 


FAULKNER, DAWKINS & SULLIVAN, INC. 
(File No. 8-17135) 

(File No. 801-8679) 

One New York Plaza 

New York, New York 


GOLDMAN SACHS & CO. 
(File No. 8-129) 

(File No. 801-3111) 

55 Broad Street 

New York, New York 


JOSEPHTHAL & CO. 
(File No. 8-586) 

120 Broadway 

New York, New York 


LEHMAN BROTHERS, INC. 
(File No. 8-16188) 

(File No. 801-10832) 

1 William Street 

New York, New York 


MERRILL LYNCH, PIERCE, FENNER & SMITH, INC. 


(File No. 8-7221) 
One Liberty Plaza 
165 Broadway 

New York, New York 


L. M. ROSENTHAL & CO., INC. 
(File No. 8-10024) 

(File No. 801-4680) 

666 Fifth Avenue 

New York, New York 


SALOMON BROTHERS 
(File No. 8-899) 

One New York Plaza 
New York, New York 


SHIELDS, MODEL, ROLAND HOLDING CORP. 
44 Wall Street 
New York, New York 


SMITH BARNEY, HARRIS UPHAM & CO., INC. 
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(File No. 8-8177) 

(File No. 801-3387) 

1345 Avenue of the Americas 
New York, New York 


STUART BROTHERS 
(File No. 8-12832) 
(File No. 801-10267) 
55 Broad Street 

New York, New York 


TROSTER, SINGER & CO. 
(File No. 8-1219) 

74 Trinity Place 

New York, New York 


WEEDEN & CO. 
(File No. 8-226) 

25 Broad Street 

New York, New York 
’ 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings’ ordered today pursuant to the 
Securities Exchange Act of 1934 (Exchange Act), 
Respondents Black & Company, Inc. (Black), Faulkner, 
Dawkins & Sullivan, Inc. (Faulkner Dawkins), 
Goldman, Sachs & Co. (Goldman Sachs), Josephthal & 
Co. (Josephthal), Lehman Brothers, Inc. (Lehman), 
Merrill Lynch, Pierce, Fenner & Smith, Inc. (Merrill 
Lynch), L.M. Rosenthal & Co., Inc. (Rosenthal), 
Salomon Brothers (Salomon), Shields, Model, Roland 
Holding Corp. (Shields, Model), Smith Barney, Harris 
Upham & Co., Inc. (Smith Barney), Stuart Brothers 
(Stuart), Troster, Singer & Co. (Troster), Weeden & 
Co. (Weeden) have submitted Offers of Settlement 
which the Commission has determined to accept. Solely 
for the purpose of settling these proceedings and with 
out admitting or denying the allegations contained in 
the Order for Proceedings, Black, Faulkner Dawkins, 
Goldman Sachs, Josephthal, Lehman, Merrill Lynch, 
Rosenthal, Salomon, Shields Model, Smith Barney, 
Stuart, Troster and Weeden consent to findings of 
violations as alleged in the Order for Proceedings and 
consent to the sanctions set forth below. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that Black, Faulkner 
Dawkins, Goldman Sachs, Josephthal, Lehman, Merrill 
Lynch, Rosenthal, Salomon, Shields, Model, Smith 
Barney, Stuart, Troster, and Weeden wilfully violated 





‘The Order for Proceedings entitled In the Matter of 
Black & Company, Inc., et al. was issued simultaneously 
with the Commission's acceptance of these Offers of 
Settlement. 





Section 17(a) of the Exchange Act and Rule 17a-3 
thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of Settle- 
ment. 


Accordingly, IT 1S ORDERED, effective within 20 days 
after the date of this Order: 


1. That Black adopt and maintain (or if already 
adopted, continue to maintain the following 
procedures. 


In situations where an individual maintains an account 
with Black and effects transactions in such account by 
negotiating the terms of the transactions for such an 
account directly with a broker-dealer other than Black 
and instructs such other broker-dealer to confirm such 
transactions to Black, such transactions will be 
recorded on Black’s books and records in a manner 
which will reflect that such transactions were not nego- 
tiated by Black’s personnel, the identity of the person 
who, in fact, negotiated such transactions, the person 
for whom transactions are effected and the name of the 
broker-dealer with whom the trade was effected. 


In the event that any of the individuals described in the 
preceding paragraph is also an officer, director, or 
employee of another of Black’s customers and has the 
responsibility or authority, directly or indirectly, to 
place or direct or negotiate securities transactions on 
behalf of another customer of Black, his affiliation with 
the customer shall also be reflected in the books and 
records of Black. In addition, the prior approval of the 
appropriate supervisory personnel must be sought, 
following the.adoption of this procedure, before the 
establishment of an account for such an individual and 
before the first of the transactions described in the 
preceding paragraph is confirmed for each such 
individual. 


The foregoing is not applicable to omnibus and other 
types of conduit accounts in which orders are received 
directly from a clearing agent. 


The foregoing is also not meant to require that the 
name of an individual negotiating and placing orders 
directly with a broker-dealer on behalf of an 
institutional client of a broker-dealer he recorded on 
Black’s books and records when the individual is nego- 
tiating and placing institutional orders as opposed to 
orders for his personal accounts or the personal account 
of others. 


The above Order shall not disqualify Black from par- 
ticipating in securities offerings exempt from the 
Securities Act of 1933 pursuant to Regulation A of the 
Commission. 


2. That Respondents Faulkner Dawkins, Goldman 
Sachs, Josephthal, Lehman, Merrill Lynch, Salomon, 
Shields Model, Smith Barney, Stuart, Troster and 
Weeden adopt and maintain (or if already adopted, 
continue to maintain) the following procedures. 


In situations where an individual instructs or requests 
Respondents to effect a transaction for his personal 
account or the personal account of another for whom he 
has been authorized to effect transactions, where said 
transactions will be confirmed in the name of a third 
party, such transactions will be recorded on Respon- 
dents’ books and records in a manner which will reflect 
the identity of the person placing the order, the person 
for whom effected, and the party in whose name such 
transactions are confirmed. 


In the event that any of the individuals described in the 
preceding paragraph is an officer, director, or 
employee of another of Respondents’ customers and 
has the responsibility or authority, directly or 
indirectly, to place or direct or negotiate securities 
transactions on behalf of such other customer of the 
Respondents, his affiliation with such other customer 
shall also be reflected in the books and records of the 
Respondents. In addition, the prior approval of the 
appropriate supervisory personnel must be sought, 
following the adoption of this procedure, before the 
first of the transactions described in the preceding 
paragraph is effected for each such individual. 


The foregoing is not applicable to omnibus and other 
types of conduit accounts in which orders are received 
directly from a clearing agent. 


The foregoing is also not meant to require that the 
names of individuals placing orders with Respondents 
on behalf of the Respondents’ institutional clients be 
recorded on the Respondents’ books and records when 
the individuals are placing institutional orders as 
opposed to orders for their personal accounts or the 
personal accounts of others. 


3. That Rosenthal adopt and maintain, if it ever 
reenters the securities industry, the following 
procedures. 


In situations where an individual instructs or requests 
Rosenthal to effect a transaction for his personal 
account or the personal account of another for whom he 
has been authorized to effect transactions, where said 
transactions will be confirmed in the name of the third 
party, such transactions will be recorded on 
Rosenthal’s books and records in a manner which will 
reflect the identity of the person placing the order, the 
person for whom effected, and the party in whose name 
such transactions are confirmed. 


In the event that any of the individuals described in the 


SEC DOCKET/1287 





preceding paragraph is an officer, director, or 
employee of another of Rosenthal’s customers and has 
the responsibility or authority, directly or indirectly, to 
place or direct or negotiate securities transactions on 
behalf of such other customer of Rosenthal, his 
affiliation with such other customer shall also be re- 
flected in the books and records of Respondent. In 
addition, the prior approval of the appropriate super- 
visory personnel must be sought, following the 
adoption of this procedure, before the first of the trans- 
actions described in the preceding paragraph is 
effected for each such individual. 


The foregoing is not applicable to omnibus and other 
types of conduit accounts in which orders are received 
directly from a clearing agent. 


The foregoing is also not meant to require that the 
name of individuals placing orders with Rosenthal on 
behalf of Rosenthal’s institutional clients be recorded 
on Rosenthal’s books and records when the individuals 
are placing institutional orders as opposed to orders for 
their personal accounts or the personal accounts of 
others. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13771/July 19, 1977 


NOTICE OF FILING OF PROPOSED RULE BY PHILA- 
DELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-77-9 


The Philadelphia Stock Exchange, Inc. submitted on 
July 8, 1977, a proposed rule change under Rule 19b-4 
regarding permissible bids and offers on specialists and 
Registered Option Traders. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 18, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
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Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-PHLX-77-9. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13772/ July 19, 1977 


An order has been issued granting the application of 
the Pacific Stock Exchange to strike from listing and 
registration the specified security of the following 
company: National Service Industries, Inc., common 
stock, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13773/July 19, 1977 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike from 
listing and registration the following specified 
security: Interstate Brands Corporation, common 
stock, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13774/ July 19, 1977 


Admin. Proc. File No. 3-5050 
In the Matter of 

JERRY W. THARP 

4059 Hartford 

St. Louis, Mo. 63116 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 





In these proceedings under the Securities Exchange 
Act, Jerry W. Tharp has submitted an offer of settle- 
ment, without admitting or denying the allegations in 
the order for proceedings, which the Commission has 
determined to accept. 


On the basis of the order for proceedings and his offer 
of settlement, it is found that Jerry W. Tharp wilfully 
violated and wilfully aided and abetted violations of 
Section 17(a) of the Securities Act of 1933 and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder, 
and that it is in the public interest to impose the 
sanctions specified in his offer of settlement. 


Accordingly, 1T 1S ORDERED THAT Jerry W. Tharp 
be, and he hereby is, barred from association with any 
broker or dealer, investment adviser, or investment 
company, effective at the opening of business on the 
second Monday after the date of this order. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13775/July 19, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-77-7 


The Philadelphia Stock Exchange, Inc. submitted on 
July 8, 1977 a proposed rule change under Rule 19b-4 to 
amend the restricted options rule to require that 
options be restricted on that.exchange only when such 
options are required to be restricted on all exchanges 
which list such options. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 18, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-PHLX-77-5. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13776/July 19, 1977 


NOTICE OF PROPOSED RULE CHANGE BY 
AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-15 


The American Stock Exchange, Inc. (‘‘Amex’’) sub- 
mitted on June 27, 1977 a proposed rule change under 
Rule 19b-4 to provide for automatic elevation of option 
cabinet orders to the auction market; and to permit 
members to execute transactions in Amex options as 
principals in the over-the-counter market for a premium 
not in excess of $1.00 per contract. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 18, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the sub- 
mission within 30 days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, D. 
C. 20549. Reference should be made to File No. 
SR-Amex-77-15. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13777/July 20, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934, as amended (‘‘Exchange Act’’), 
against Richard C. Flick of Memphis, Tennessee. 


The proceedings are based upon allegations of the 
Commission's staff that Flick has violated the antifraud 
provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 in the offer and sale of 
municipal bonds, and the fact that Flick has been 
enjoined from further violations of these sections of the 
securities laws in the case of SEC v. Shelby Bond 
Service Corporation, et al., which was brought in 
Memphis, Tennessee. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondent an opportunity to offer to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true and, if so, whether any action of a 
remedial nature is necessary or appropriate in the 
public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13778/ July 20, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934, as amended (‘‘Exchange Act’’), 
against Charles Michael West of Memphis, Tennessee. 


The proceedings are based upon allegations of the 
Commission’s staff that West has violated the antifraud 
provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 in the offer, purchase, 
and sale of municipal bonds, and the fact that West has 
been enjoined from further violations of these securities 
laws in the case of SEC v. Shelby Bond Service 
Corporation, et al., which was brought in Memphis, 
Tennessee. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondent an opportunity to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true and, if so, whether any action of a 
remedial nature is necessary or appropriate in the 
public interest. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13779/July 20, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934, as amended, (‘‘Exchange Act’’) 
against First Mississippi Securities, Inc. (‘‘Regi- 
strant’’), a Pearl, Mississippi, municipal securities 
broker-dealer, Ralph K. Hall, the president, treasurer, 
and a principal stockholder of Registrant, Larry K. 
Klos, the vice-president, secretary, and a principal 
stockholdér of Registrant, and Sam Stalvey, a vice- 
president and salesman of Registrant. 


The proceedings are based upon allegations of the 
Commission’s staff that, during the period of February 
10, 1977, to the present, Registrant, Hall, Klos, and 
Stalvey violated Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder in the offer and sale of municipal 
bonds. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondents an opportunity to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true and, if so, whether any action of a 
remedial nature is necessary or appropriate in the 
public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13780/ July 20, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 9:00 a.m. (EDT) on July 
20, 1977 and terminating at midnight (EDT) on July 29, 
1977 of the securities of Morris Industries, Inc. 
(‘‘Morris’’) a Delaware corporation with principal 
executive offices located at 1823 Washington Avenue, 
St. Louis, Missouri 63103. 


The Commission ordered the suspension of trading n 
the securities of Morris Industries, Inc. because of the 
company’s failure to file with the Commission any 
audited financial statements on Form 10-K for its fiscal 
year ended December 31, 1976. The company is also 
delinquent in filing its quarterly report for the period 
ended March 31, 1977. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 





currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension nc 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in viola- 
tion of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13781/July 20, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the suspension of 
exchange and over-the-counter trading for the period 
commencing at 12:00 noon (EDT) on July 20, 1977 and 
terminating at 10:00 a.m. (EDT) on July 25, 1977 of the 
securities of Frigitronics, Incorporated (Frigitronics) a 
Delaware corporation with principal executive offices 
located at 770 River Road, Shelton, Connecticut. 


The Commission suspended trading in Frigitronics 
because of recent unusual market activity in the stock. 
The Commission has received information indicating 
that a brokerage firm may have acquired a substantial 
portion of the common stock of Frigitronics and that a 
portion of this position is the result of unauthorized 
trades. These trades may have had a disruptive effect 
on the trading in Frigitronics securities. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any infor- 
mation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 


enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in viola- 
tion of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13782/July 20, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the suspension of 
exchange and over-the-counter trading for the period 
commencing at 12:00 noon (EDT) on July 20, 1977 and 
terminating at 10:00 a.m. (EDT) on July 25, 1977 of the 
securities of Vernitron, Corporation (Vernitron) a 
Delaware corporation with principal executive offices 
located at 185 Community Drive, Great Neck, New 
York. 


The Commission suspended trading in Vernitron 
because of recent unusual market activity in the stock. 
The Commission has received information indicating 
that a brokerage firm may have acquired in excess of 
five percent of the common stock of Vernitron and that 
a substantial portion of this position is the result of 
unauthorized trades. These trades may have had a dis- 
ruptive effect on the trading in Vernitron securities. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
lf any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
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violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13783/July 20, 1977 


Notice has been issued giving interested persons until 
August 4 to request a hearing on an application of the 
following stock exchange for unlisted privileges in the 
common stock, $1.00 par value of the specified 
company: Philadelphia Stock Exchange, Inc.—Avis, 
Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13784/ July 20, 1977 


Orders have been issued granting the applications of 
the New York Stock Exchange, Inc. to strike from 
listing and registration the specified securities of the 
following companies: Colwell Mortgage Trust, shares 
of beneficial interest, $1.00 par value and 8.20% senior 
subordinated notes due March 1, 1980; and IDS Realty 
Trust, common shares, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13785/ July 21, 1977 


In the Matter of 

CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 

Chicago, Illinois 60604 

(SR-CBOE-77-13) 


ORDER APPROVING PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE, INC. 


On June 2, 1977, the Chicago Board Options Exchange, 
Inc. (‘‘CBOE’’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 


(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change to add a new Rule 3.19 
(‘Obligations of Terminating Members’’) to require 
that a member who sells or transfers his membership 
must be current in all filings and payments of dues, 
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fees and charges relating to that membership, and to 
prescribe what action the CBOE may take if a member 
fails to comply with this rule. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13613 (June 9, 
1977)) and by publication in the Federal Register (42 FR 
30957 (June 17, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to regi- 
stered national securities exchanges, and in particular, 
the requirements of Section 6 and the rules and regu- 
lations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on June 2, 1977, be, and it hereby 
is, approved. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13786/ July 21, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


File No. (SR-Amex-77-12) 
ORDER APPROVING PROPOSED RULE CHANGE 


On May 23, 1977, the American Stock Exchange, Inc. 
filed with the Commission, pursuant to Section 19(b) of 
the Securities Exchange Act of 1934 (the ‘‘Act’’), as 
amended by the Securities Acts Amendments of 1975, 
and Rule 19b-4 thereunder, copies of a proposed rule 
change. The rule change expands the requirements for 
diligent supervision of all customer accounts by re- 
quiring supervision of a member organization’s options 
activity by a senior Registered Options Principal. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 





(Securities Exchange Act Release No. 13624, (June 14, 
1977)) and by publication in the Federa/ Register (42 
Fed..Reg. 31507 (June 21, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges, and in par- 
ticular, the requirements of Section 6 and the rules and 
regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on May 23, 1977, be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13787/ July 21, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5844/ July 21, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13788/ July 21, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CINCINNATI STOCK EXCHANGE 


File No. SR-CSE-77-5 


The Cincinnati Stock Exchange submitted on June 30, 
1977, pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934, a set of proposed rule changes 
which would revise all of the Articles of Incorporation, 
Code of Regulations, and rules of that exchange. 
Among other things, the proposed rule changes relate 
to the Cincinnati Stock Exchange’s governing struc- 
ture, members and access participants, and exchange 
facilities which involve non-dealer, single dealer and 
multi-dealer trading. 


Publication of the submission is expected to be made n 
the Federal Register during the week of July 25, 1977. 


In order to assist the Commission to determine whether 
to approve the proposed rule changes or institute 
proceedings to determine whether the proposed rule 
changes should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Captiol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CSE-77-5. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Ftizsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13789/ July 21, 1977 


In the Matter of 


THE OPTIONS CLEARING CORPORATION 
5950 Sears Tower 

233 S. Wacker Drive 

Chicago, Illinois 60606 


(File No. SR-OCC-77-2) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE OPTIONS CLEARING CORPORATION 
(““OCC’’) TO PERMIT AN OCC CLEARING MEMBER 
TO LIMIT ITS LIABILITY TO THE OCC CLEARING 
FUND IN ACCORDANCE WITH A REVISED 
PROCEDURE 


On April 20, 1977, The Options Clearing Corporation 
(‘‘OCC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a 
proposed rule change to permit an OCC clearing 
member to limit its liability to the OCC clearing fund in 
accordance with a revised procedure by (i) giving notice 
of its intent to terminate its clearing membership, (ii) 
submitting no opening purchase or writing transaction 
for clearance thereafter, and (iii) closing out or trans- 
ferring its open positions with OCC as promptly as 
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practicable after the giving of such notice. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, the proposed rule change was 
published in the Federa/ Register (42 F.R. 23899, May 
11, 1977), and the public was invited to submit 
comments until June 1, 1977. Notice of the filing and an 
invitation for comments also appeared in the Securities 
Exchange Act Release No. 13504, May 3, 1977. No 
letters of comment were received. 


The Commission has reviewed the OCC submission and 
finds that the proposed rule change is consistent with 
the requirements of the Act and the rules and regu- 
lations thereunder applicable to registered clearing 
agencies, and in particular, the requirements of Section 
17A and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-OCC-77-2 be, and hereby is, 
approved. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13790/ July 21, 1977 


SECO BROKERS AND DEALERS REPORTS AND 
ANNUAL ASSESSMENTS 


AGENCY: Securities and Exchange Commission. 


ACTION: Proposed form. 

SUMMARY: The Securities Exchange Act authorizes 
the Commission to collect such reasonable fees and 
assessments as may be necessary to defray the costs of 
additional regulatory duties required to be performed 
with respect to registered brokers and dealers who are 
not members of a registered securities association 
(‘“‘nonmember” or “SECO” broker-dealers). The 
proposed form establishes the levels for nonmember 
broker-assessments for the current fiscal year. 


DATES: Comments must be received on or 
before: August 10, 1977. 
ADDRESSES: Comments should be directed in 


triplicate to George A. Fitzsimmons, Secretary, 
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Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549. All sub- 
missions should refer to File S7-711 and will be 
available for public inspection at the Commission’s 
Public Reference Room, Room 6101, 1100 L Street, 
N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: Daniel 
Bateman, Division of Market Regulation, Room 353, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549, (202) 
755-1345. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission has announced a proposal 
to adopt Form SECO-4-77 (17 CFR 249.504k) 
establishing the annual assessments payable to the 
Commission by registered broker-dealers who are not 
members of the National Association of Securities 
Dealers, Inc. (‘‘nonmember’’ or ‘‘SECO’’ broker- 
dealers) for the current fiscal year. The forms which set 
forth initial fees for a SECO broker-dealer and its asso- 
ciated persons, Form SECO-5 (17 CFR 249.505) and 
Form U-4 (17 CFR 249.502), respectively, would not be 
changed. 


Proposed Form SECO-4-77 reflects a reduction in the 
assessment on gross income derived from over-the- 
counter (‘‘OTC’’) transactions from .375% in 1976 to 
.2% for municipal securities transactions and .25% for 
other OTC transactions and retains the basic annual 
SECO firm and personnel assessments of $250 and $5, 
respectively. 


The assessments are being reduced to adjust the antici- 
pated revenues to more closely approximate the 
expected regulatory costs of the SECO program and to 
continue the Commission’s policy over the years of 
maintaining general comparability with the NASD’s 
fees and assessments. 


The Securities and Exchange Commission, pursuant to 
its authority under the Securities Exchange Act of 1934 
{15 U.S.C. 78a et seq., as amended by Pub. L. No. 





‘The initial fee required to be paid by SECO broker- 
dealers is $500 and the fee to be paid on behalf of 
each associated person is $35. Additional fees are levied 
for the taking of qualifications examinations, when re- 
quired. 


?The proposed new level of fees and assessments will 
result in revenues. of about $460,000, which closely 
approximates the projected direct costs to the Com- 
mission of the SECO program for the current fiscal 
year, based on actual experience of prior years and the 
present year to date. 





94-29 (June 4, 1975)] and particularly Sections 15(b)(7), 
15(b)(8) and 23(a) thereof, hereby proposes to amend 
Part 249 of Title 17 of the Code of Federal Regulations 
by adopting §249.504k as follows: 


§249.504k Form SECO-4-77, 1977 assessment and 
information form for registered brokers and dealers not 
members of a registered national securities association. 


This form shall be filed on or before September 1, 1977, 
pursuant to §240.15b9-2 of this chapter, accompanied 
by the annual assessment fee required thereunder, for 


the fiscal year ended September 30, 1977, by every’ 


registered broker and dealer not a member of a 


FORM SECO-4-77 
To Be Filed On or Before September 1, 1977 


U.S. SECURITIES AND EXCHANGE COMMISSION 
Washington, 


1977 ASSESSMENT AND INFORMATION FORM 


registered national securities association. 


Copies of the proposed form have been filed with the 
Office of the Federal Register, and additional copies are 
available on request from the Commission. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


July 21, 1977 





[This Boe Fo. SEC tise Only] 
PAYMENT kKic liven 
Date ots 


Receipt Nu. 
Bank No. 


D.C. “20549 Check No. 








Date of Check 





FOR REGISTERED BROKERS AND DEALERS NOT MEMBERS 
OF A REGISTERED SECURITIES ASSOCIATION 


(submit original and tiree copies )( see instructions on reverse side of form) 





1. Name of Broker or Dealer 


(If an individual. give lust, first, middle aume J: 


2. IRS Employer Ident. No, 





3. Address of Principal Place of Business: 
NO. ANO STREET city 


(Submit addresses of all other offices on separate sheet) 


4. SEC File No.: 


zip CODE 








5. Assessment to dvtray costs of regulation pursuant to Sectuun 151b)(8) of the Secunties Exchinge Act for the fiscal veu ending September 30), Er ’ 


(a) Basic assessment of $250 (or 125*) 


(b) Plus assessments for asociated persons, including sole 


proprictors, partners and 


corporate officers, engaged directly or indirectly in securities activities during the 
fiscal year at any time ir which the broker or dealer w2s a nonmember broker or dealer 


Number of persons @ $5 ($2.50* ) each 


(c) Gross Inéone Assessrent (see instruc 
me (excerpt mun 
ities 


* See instruction 2 on reverse side 


2) Gross rynicipa! 


Pra. s 


inecre - i¢ 
TOTAL ASSESSMENT TO BE PAID Mitiiveirs] SS 


Amount $ 
T on reverse side) 
Vn eerie 


6.2% Amount § 





6. Membership of Broker or Dealer in United States and Foreign Securities Exchanges: list rrgucur 7 


memberships 03's 





7. Princigal Type of Secunties Business Engaged in by Broker or Dealer 


Exchange 2 ember primarily engaged in exchange commission business L_] 
Exchange a ember primanly engaged in Moor activities 

Broker or dealer in general secunties business ....-- ee eees 
Mutual fond underenter 

Kutual fund distributor 

Broker or dealer selling vanable annuity contracts . - 

Solicitor of savings and loan accounts 

Real estate syndicator and mortgage broker and banker 


Real estate condominium interests 


(Check ONE}: 

Limited parmership interests 

Broker or dealer selling oil and gas interests 
Put and call broker or dealer or option writer (no! 


Broker or dealer seliing securities of on!» one 
»Ssuer or associated issuers setter shan ~ 


utual 
Broker or dealer setting church secumtes ... ce eee ee een eee 
Govemment bond dealer / other than municipal 

Broker or dealer in municipal bonds 

Broker or dealer in other securities business / Specif 

No securites business 


Speeity your wpe of business) 





Table continued on next page. 
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TABLE A 


Am’. of 197 
($ THOUSANDS) 


1. Underwriting and trading activities // 


(2) Gross income, fees, concessions, etc., from 
underwriting and selling group acuvities .... § 


(b) Principal trading of secunties over the counter 2/$ _ 


(¢) Total of (a) and (b), if loss enter “NONE®. ... $ 


2. Agency transactions and those retail principal transactions 
not reported in 1(b)-/include gross income from clearince 
and introduced accounts )1/ 


3. Private placements 
4. Sales of mutual funds and contrectual plans to the public 
(include “*trail* commissions ) 


5. Und 


securities and contractual plans 





gor gof 


6. Sales of variable contracts to the public 


L/ Other than those amounts to he reported in other cute gones. 


3ross Income Amt. of 197 Scr 5 


> Incom 
(8 THOUSANOS 


7. Underwriting or sponsoring of variable contracts, . . . 





8. Transactions in securities of non-profit 


9. Distribution of tax sheltered investments 


wees eee —————— 
10. Writing, endorsing and selling options over the counter $ 


11. Mergers and acquisitions .. 2... 6. ee eee eee $ 


12. Gross income and fees from other investment banking 
services 


13. Other over-the-counter transactions (Specify)... 5 $ 
£4. Tatal 8(c) Meda 13.026. seo sis 6 ess trees 


$ 
15. Municipal securities grcss income : 
(including trading & underwriting) ¢ 


2/ Include profits or losses from valuation of trading inventory enty if included in prar years. Uf unrealized 
gains and losses were not reported in priur years, they are to be excluded from this report. 





Dated the day of + 








(Manual signature of duly authorized principal officer, general 
partner, sole proprietor or managing agent ) 





(Name of corporation, partnership, sole proprietorship 
or other orpinization ) 





(Title) 


sec noe 


FORM SECO-4-77 INSTRUCTIONS 


1. Rule 15b9-2 under the Securities Exchange Act 
(the ‘‘Act’’) provides that brokers or dealers registered 
with the Commission as of August 15, 1977 who were 
nonmember brokers or dealers for at least 45 days 
immediately prior to that date or who were nonmember 
brokers or dealers for at least 90 days during the period 
beginning Oct. 1, 1976 and ending August 15, 1977 
shall, on or before September 1, 1977, file Form 
SECO-4-77 and pay to the Commission a fee pursuant 
to Section 15(b)(8) of the Act to defray certain costs of 
regulation for the fiscal year ending September 30, 
1977. The term ‘‘nonmember broker or dealer’’ is 
defined in paragraph (f)(2) of Rule 15b9-2. 


2. Rule 15b9-2 provides that brokers or dealers who 
were nonmember brokers or dealers for less than 180 
days during the period beginning Oct. 1, 1976 and 
ending August 15, 1977 shall pay one-half the fees 
otherwise payable pursuant to Section 15(b)(8) for the 
fiscal year 1977. 


3. Checks should be made payable to the ‘‘Securities 
and Exchange Commission’’ and mailed to the Office of 
the Comptroller, Securities and Exchange Commission, 
Washington, D.C. 20549. 


4. Ifthe space provided for any answer is insufficient, 
the complete answer should be prepared on a separate 
sheet which should be attached to the form and 
identified as ‘‘Answer to Item i 


5. Failure to include or file information required to be 
reported or the making of any false statements may 
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result in the institution of administrative or civil pro- 
ceedings. Moreover, intentional misstatements or 
omissions of material facts constitute federal criminal 
violations punishable by up to five years imprisonment 
and fines up to $10,000 for each offense. (See 18 U.S.C. 
1001 and Section 32(a) of the Act. 


6. Willful nonpayment of fees prescribed by the 
Commission pursuant to its authority under Section 
15(b)(8) may result in the institution of disciplinary 
proceedings under Sections 15(b)(4) and 15(b)(5) of the 
Act. 


7. Each SECO broker-dealer subject to Rule 15b9-2 is 
to report gross income from over-the-counter trans- 
actions in corporate, state, municipal and other 
securities for the preceding calendar year. Please refer 
to Table A or your firm’s Form X17A-10 filed for 
calendar year 1976 for assistance in computing such 
gross income. Gross income includes profits, 
commissions, surcharges, concessions, fees, allow- 
ances, discounts and reimbursements for expenses 
before the deduction of any expenses other than any 
commissions, concessions or other allowances paid to 
another member in connection with the execution or 
clearance of any transactions. Gross income does not 
include interest and dividends, transaction fees, 
commissions derived from transactions executed on a 
national securities exchange or a foreign securities 
exchange and fees received solely for investment 
advisory services. Also excluded are profits and losses 
dreived from (1) transactions in which both the 
purchase and sale are executed outside the territorial 





limits of the United States, (2) transactions in exempted 
securities as defined in Section 3(a)(12) of the Act, (3) 
transactions in commerical bank time certificates of 
deposit and commercial paper, which is defined to 
include drafts, bills of exchange, and bankers 
acceptances having maturities at the time of issuance of 
not exceeding one year, and (4) transactions in 
securities which are clearly identified by the firm to be 
held specifically for investment purposes as described 
in Section 1236 of the Internal Revenue Code. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20112/July 15, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5843/ July 15, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20113/July 18, 1977 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5858) 


SUPPLEMENTAL ORDER REGARDING PROPOSED 
ISSUE AND SALE OF NOTES TO BANKS AND A 
DEALER IN COMMERCIAL PAPER AND REQUEST 
FOR EXCEPTION FROM COMPETITIVE BIDDING 


Indiana & Michigan Electric Company (“l&M”), an 
electric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 
has filed with this Commission a fifth post-effective 
amendment to its application previously filed in this 
proceeding pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rules 
50(a)(2) and 50(a)(5) promulgated thereunder regard- 
ing the following proposed transactions. 


By orders dated June 30, August 20, September 15, 
1976 and February 23, 1977 (HCAR Nos. 19598, 19655, 
19680, and 19898), this Commission, among other 
things, authorized the issuance and sale of short-term 
notes by 1&M to 39 banks with lines of credit in an 
aggregate amount of $190,345,000. By said orders, 
1&M was authorized to incur short-term borrowings 
through June 30, 1977, to mature no later than 
December 31, 1977, in an aggregate principal amount 
not to exceed $175,000,000 outstanding at any time. 
This amount, date, and maturity were to be limited as 
allowable under |&M’s Articles of Acceptance (20% of 
capitalization as defined therein, December 31, 1976, 
and June 30, 1977 respectively). 1&M was granted an 
exception from the competitive bidding requirements of 
Rule 50 in connection with the issuance of this 
short-term debt. Pursuant to order dated September 
29, 1976 in proceeding 70-5887 (HCAR No. 19697), 
1&M called a special meeting of its cumulative pre- 
ferred shareholders on October 13, 1976, at which time 
1&M was permitted, under its Articles of Acceptance, 
to issue short-term debt up to 20% of capitalization as 
defined therein, to December 31, 1980, with maturity 
no later than June 30, 1981. 


By its fifth post-effective amendment, |&M requests 
that the authority granted to it in the above-cited 
orders, and the exception from the competitive bidding 
requirements of Rule 50, be extended to allow |&M to 
issue and sell short-term notes to 37 named banks, toa 
dealer in commercial paper and to the trust depart- 
ments of two commercial banks, to June 30, 1978. 1&M 
proposes to incur such short-term debt in an aggregate 
principal amount not to exceed $125,000,000 out- 
standing at any one time, with none of the notes to 
mature later than December 31, 1978. As of May 5, 
1977, 1&M had $111,893,000 of such short-term debt 
outstanding. 


It is further stated that |1&M has lines of credit with 37 
named banks which total $189,840,000. Each note 
payable to a bank to be issued by |1&M under these lines 
will mature not more than 270 days after the date of 
issuance or renewal thereof, generally will bear interest 
at an annual rate not greater than the prime commercial 
rate of the bank in effect at the time of issuance or from 
time to time while it is outstanding, and will be 
prepayable by |&M at any time without premium or 
penalty. 1&M’s bank lines require |1&M to maintain 
compensating balances, generally equal to 10% of the 
amount of credit made available, plus 10% of the 
amount of any borrowing under the lines. If the full 
amount were borrowed from a bank under the above 
compensating balance requirements, the effective 
interest cost to |&M would be 125% of the current 
prime commerical rate, or 8-1/8% in the case of a 
prime rate of 6-2 %. In the case of 26 of the banks, with 
lines of credit totalling $22,840,000, 1&M maintains 
deposit balances for its operational and financial needs 
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in amounts sufficient to satisfy any compensating 
balance required with respect to borrowings from such 
banks. 


It is further proposed that commercial paper will be 
sold directly by 1&M to Lehman Commercial Paper 
Incorporated (the ‘‘Dealer’’). The commercial paper 
will consist of promissory notes in denominations of not 
less than $50,000 nor more than $5,000,000, of varying 
maturities, with no maturity more than 270 days after 
the date of issue; such notes will not be repayable prior 
to maturity and will be sold at a discount rate not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper will be 
issued having a maturity of more than 90 days if such 
commercial paper would have an effective interest cost 
to 1&M which exceeds the effective interest cost at 
which 1&M could borrow from commerical banks. The 
Dealer will reoffer the commerical paper, at a discount 
rate of 1/8 of 1% per annum less than the discount rate 
at which such notes were purchased from |&M, to not 
more than 200 of the dealer’s customers designated in 
a non-public list prepared by the dealer in advance. No 
sales of such commercial paper will be made to any 
customer unless that customer has received up-to-date 
reports as to the credit position of I&M. It is expected 
that the Dealer’s customers will hold such commercial 
paper to maturity; but if any such customer wishes to 
resell 1&M commercial paper prior to maturity, the 
Dealer, pursuant to a verbal repurchase agreement, will 
repurchase the commercial paper and reoffer it to other 
customers on its non-public list. 


1&M also proposed to issue and sell its demand notes to 
the trust departments of Fort Wayne National Bank, 
Fort Wayne, Indiana and Lincoln National Bank, Fort 
Wayne, Indiana in principal amounts totaling not more 
than $5,000,000 and $10,000,000, respectively, at any 
time. It is stated that these banks’ trust departments 
have a flow of funds, as fiduciaries for various accounts, 
which is available for short-term investment in such 
demand notes. The notes to be issued and sold to the 
trust departments will be promissory notes in 
denominations of not less than $1,000, bearing an 
interest rate equivalent to the highest rate paid daily by 
General Motors Acceptance Corporation on its 
commercial paper with a maturity of (i) less than 90 
days, in the case of demand notes issued to the Fort 
Wayne National Bank, and (ii) less than 180 days in the 
case of notes issued to Lincoln National Bank. Notes 
issued from January 1 to June 30 will mature July 1 of 
the same year and those issued from July 1 to 
December 31 will mature January 1 of the following 
year. Each bank trust department will have the right to 
demand payment of the notes at any time, and |&M will 
have the right to prepay at any time without premium 
or penalty, all or any part of the principal amount of 
such nctes outstanding. 
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On May 13, 1977 the highest rate paid by General 
Motors Acceptance Corporation on commercial paper 
with a maturity of less than 180 days was 5-%4%. This 
rate was approximately 1% less than the rate at which 
1&M was then able to issue commercial paper of com- 
parable maturities and approximately 2-%2% below the 
effective rate for bank borrowings based on a prime 
commercial rate of 6-4% and compensating balances 
of 20%. It is stated that based on past experience, the 
interest rate on these demand notes will consistently be 
lower than the comparable rates for commercial paper 
and bank borrowings, including the effect of compen- 
sating balances. 


The proceeds from the issue and sale of the notes will 
be used by I&M to reimburse its treasury for past 
expenditures made in connection with its program. 
Such construction expenditures for the year 1977 are 
estimated at approximately $158,800,000, exclusive of 
the cost of the construction program of I&M’s 
subsidiary, Indiana & Michigan Power Company. The 
estimate of this subsidiary’s construction expenditures 
for the year 1977 is approximately $74,300,000. 


1&M claims exception from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes to banks and demand notes to bank departments 
pursuant to paragraph (a)(2) thereof. Additionally, 
1&M requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale 
of its commercial paper pursuant to paragraph (a)(5) 
thereof on the grounds that it is not practicable to invite 
competitive bids for commercial paper and that current 
rates for commercial paper of prime borrowers such as 
1&M are published daily in financial publications. 


No expenses are to be incurred in connection with the 
proposed transactions. No state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective amend- 
ment to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 20085), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said appli- 
cation, as further amended by said post-effective 
amendment, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as further amended by said post-effective amendment, 
be, and it hereby is, granted effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 








mulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20114/ July 19, 1977 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 07054 


(70-6024) 


ORDER AUTHORIZING PROPOSED EXTENSION OF 
CREDIT BY HOLDING COMPANY TO SUBSIDIARY 
AND TO SERVICE COMPANY 


General Public Utilities Corporation (‘‘GPU’’), a 
registered holding company, has filed a declaration 
with this Commission pursuant to Section 12 of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’), 
and Rule 45 promulgated thereunder regarding the 
following proposed transaction. 


GPU seeks authorization to extend credit (a) to its 


subsidiary, Metropolitan Edison Company (‘‘Met- 
Ed’’), in connection with surety bonds obtained and to 
be obtained by Met-Ed while contesting sales and use 
taxes assessed against it by the Commonwealth of 
Pennsylvania and (b) to is subsidiary, GPU Service 
Corporation (‘‘Service Company’’), in connection with a 
lease (the ‘‘Lease’’), dated as of May 13, 1977, 
executed by the Service Company, of certain computer 
equipment to be used to render certain data processing 
services including customer billing, corporate finance, 
analyses of materials and supplies requirements, 
environmental monitoring analyses, depreciation 
computations, analyses, including modeling, of fuel 
consumption, general accounting and _ rate-making 
analyses. Such extension of credit to Met-Ed arises 
from GPU’s joinder and prospective joinder in appli- 
cations for such surety bonds and results in a reduction 
from $5 to $2 per $1,000 of annual premiums for such 
bonds. Such extension of credit to the Service Company 
arises from a guaranty of the Service Company’s obli- 
gations under the Lease and is required as a condition 
of the Lease. 


In 1973, Met-Ed received an assessment from the 


Commonwealth of Pennsylvania of $1,447,247.13 for 
sales and use taxes claimed to be due for the period 
January 1, 1969 to November 30, 1972 in connection 
with Met-Ed’s construction of the Three Mile Island 
generating station. Met-Ed believed that such taxes 
were not due and determined to contest such taxes. In 
order to comply with its first mortgage bond indenture, 
Met-Ed was required to post a surety bond. The most 
favorable premium rate quoted to Met-Ed for such 
bond was $5 per $1,000 of coverage, but the bonding 
company agreed to a reduction in such premium rate to 
$2 per $1,000 (or a saving in annual premiums of 
$4,342) if GPU would join in the application. As a result 
of hearing and appeals, such assessment, which is still 
being contested, has been reduced and at present a 
surety bond in the amount of $474,689.77 is posted 
with respect thereto. 


Recently, Met-Ed received from the Commonwealth an 
additional assessment of $1,498,000 for similar taxes 
allegedly due for the period January 1, 1973—March 
31, 1976 which Met-Ed also intends to contest. The 
premium rates quoted by the bonding company again 
will be reduced from $5 per $1,000 to $2 per thousand 
(or an annual saving of $4,494) if GPU joins in the 
application. GPU now believes it is desirable to obtain 
at this time authorization for the extension of credit 
involved in such joinder, even though the $50,000 open 
account advance exemption provided by paragraph 
(b)(4) of Rule 45 may be available. 


The obligations of the Service Company which GPU 
hereby seeks authority to guaranty arise out of the 
Lease of the computer equipment by the Service 
Company from First Security Bank of Utah, N.A., a 
national banking associaton, as trustee under a Master 
Trust Agreement dated as of October 1, 1976 between it 
and Itel Capital Services Corporation (the ‘‘Lessor’’), 
which was purchased for the purpose by the Lessor at a 
cost of approximately $3,600,000. The initial Lease 
Term is seven years although the Service Company has 
an option to terminate the Lease after three years upon 
the payment of certain fees. The Service Company’s 
obligations to make such payments in the event of early 
termination have been substantially assumed by Itel 
Capital Services Corporation pursuant to a Termination 
Assistance Agreement dated as of May 13, 1977. The 
rent under the Lease during the first three years of the 
term is approximately $57,000 per month and _there- 
after approximately $45,000 per month, although such 
rent would be adjusted in the event that the Lessor did 
not receive certain contemplated tax benefits arising 
from its ownership of the leased equipment. In order to 
enable the Service Company to obtain the lowest rent 
under the Lease, the Lease requires that GPU 
guarantee, within 60 days after the execution of the 
Lease, the Service Company’s obligations under the 
Lease. In the event that GPU does not receive authori- 
zation to execute and deliver such a Guaranty 
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Agreement, the Lessor has the option of either termi- 
nating the Lease and retaining the equipment or, in 
effect, requiring the Service Company to purchase the 
equipment at its then fair market value. 


The fees, and expenses of GPU to be incurred in 
connection with the proposed transactions are 
estimated at $3,000, including $750 in legal fees. 
Met-Ed estimates its fees and, expenses incurred in 
connection with placing of its surety bonds at $500. 
Fees and expenses to be incurred by Service Company 
in connection with the proposed Lease transaction are 
estimated at $5,000, including $4,500 in legal fees. 


No state or federal commission other than this 
Commission has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20085), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the declaration, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20115/July 19, 1977 


In the Matter of 
COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 


COLUMBIA GAS OF KENTUCKY, INC. 


COLUMBIA GAS OF PENNSYLVANIA, INC. 


COLUMBIA GAS OF NEW YORK, INC. 
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COLUMBIA GAS OF MARYLAND, INC. 
99 North Front Street 
Columbus, Ohio 43215 


(70-6027) 


NOTICE OF PROPOSAL TO MAKE LOANS TO RESI- 
DENTIAL HEATING CUSTOMERS TO FINANCE 
HOME INSULATION INSTALLATION 


Notice is hereby given that Columbia Gas of Ohio, 
Inc., Columbia Gas of West Virginia, Inc., Columbia 
Gas of Kentucky, Inc., Columbia Gas of Pennsylvania, 
Inc., Columbia Gas of New York, Inc., and Columbia 
Gas of Maryland, Inc. (collectively referred to as ‘‘the 
subsidiaries’’), all of which are wholly-owned sub- 
sidiaries of The Columbia Gas System, Inc., a regi- 
stered holding company, have filed an application and 
an amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(‘‘Act’’), designating Sections 9(a) and 10 of the Act 
and Rule 40 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are 
referred to the application for a complete statement of 
the proposed transaction. 


The subsidiaries seek authorization to institute a Resi- 
dential Ceiling Insulation Financing Program (‘‘Pro- 
gram”) and to acquire installment promissory notes for 
residential natural gas utility customers pursuant to the 
Program. Under the Program each subsidiary will offer 
to lend qualified residential heating customers amounts 
up to $750 for each home for ceiling insulation in 
owner-occupied, single or double family, gas-heated 
residences. The financing terms will be offered to 
customers whose credit has been established with the 
subsidiary through previous gas service and to new 
customers transferring to gas-heated homes served by 
the subsidiary. Loans to customers under the Program 
will be made on the following terms: 10% down pay- 
ment, a maximum principal of $750, a maximum term 
of three years at 6% add on interest which equates to 
an annual percentage rate of 11.08% for a loan repaid 
over 36 montis. Payment within 90 days will be treated 
as cash and will incur no interest. Billing for loans made 
under the Program will be separate from gas bills. 
Customers may select any contractor-dealer (those 
companies or individuals with installation capabilities) 
or dealer (those companies or individuals who will only 
sell materials to individuals who prefer to perform the 
installation themselves). For financing to be available 
under the Program, the selected contractor-dealer or 
dealer must enter into an agreement with the appro- 
priate Columbia subsidiary. Such agreement will 
provide that the contractor-dealer or dealer will inform 
potential attic insulation purchasers of the existence of 
the Program and will use only the Residential Attic 
Insulation Sales Agreement (‘‘Sales Agreement’’) pre- 
pared by the Columbia subsidiaries in arranging 





financing for customers who choose to avail themselves 
of the Program. The Sales Agreement form includes an 
installment promissory note to be signed by the 
customer to the order of the contractor/dealer or 
dealer. The contractor/dealer or dealer will then assign 
the note to the appropriate Columbia subsidiary upon 
payment to the contractor/dealer or dealer by the 
Columbia subsidiary of the amount due to the con- 
tractor/dealer or dealer from the customer. Con- 
tractor/dealers will be responsible for surveys, 
estimates, sales and installations while sales by dealers 
will be subject to post-installation verification by per- 
sonnel of the appropriate Columbia subsidiary. Inspec- 
tions will be made solely for the purpose of ascertaining 
whether insulation has been installed; no judgment will 
be made to the quality of the insulation installation. 


It is stated that the Program as proposed will not 
require additional personnel and the availability of the 
Program will be extensively publicized and promoted 
throughout the subsidiaries’ operating areas through 
the use of funds previously allocated to advertising and 
promotion of conservation. The Program is designed to 
operated on a break-even basis for the subsidiaries and 
the costs of this program will not be imposed on their 
ratepayers. Profits, if any, which result from the 
operation of the Program will be applied to further pro- 
motion. 


The maximum amount of the loans outstanding at any 
one time from all the subsidiaries will not exceed 
$7,000,000. The maximum amount of loans outstanding 
at any one time for each individual subsidiary will be as 

follows; 
Company Amount 
Columbia Gas of Kentucky, Inc. 
Columbia Gas of Maryland, Inc. 
Columbia Gas of New York, Inc. 270,000 
Columbia Gas of Ohio, Inc. 3,800,000 
Columbia Gas of Pennsylvania, Inc. 1,520,000 
Columbia Gas of Virginia, Inc. 150,000 
Columbia Gas of West Virginia, Inc. 700,000 
$7,000,000 


$ 440,000 
120,000 


Each subsidiary will finance its portion of the Program 
individually through internally-generated funds. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $3,700. The 
Public Service Commission of Kentucky, the Public 
Service Commission of New York, the State Corporation 
Commission of Virginia, the Public Service Commission 
of West Virginia, the Public Utilities Commission of 
Ohio and the Public Utility Commission of Pennsylvania 
have jurisdiction over the proposed program under 
their general regulatory authority. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 12, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicants at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as amended or as it may be 
further amended, may be granted effective as provided 
in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 

THE VANGUARD GROUP, INC. 
WELLINGTON FUND, INC. 
WINDSOR FUND, INC. 

IVEST FUND, INC. 

WELLESLEY INCOME FUND, INC. 
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W.L. MORGAN GROWTH FUND, INC. 
EXETER FUND, INC. 

GEMINI FUND, INC. 

WESTMINSTER BOND FUND, INC. 
TRUSTEES’ EQUITY FUND, INC. 
EXPLORER FUND, INC. 

WHITEHALL MONEY MARKET TRUST 
QUALIFIED DIVIDEND PORTFOLIO, INC. 
QUALIFIED DIVIDEND PORTFOLIO. II. INC. 


and 


FIRST INDEX INVESTMENT TRUST 
P. O. Box 1100 
Valley Forge, Pennsylvania 19482 


(812-4094) 


NOTICE OF FILING OF APPLICATION, PURSUANT 
TO SECTION 17(b) OF THE ACT AND RULE 17d-1 
THEREUNDER, PERMITTING PROPOSED TRANS- 
ACTIONS AND, PURSUANT TO SECTION 6(c), 
EXEMPTING APPLICANTS FROM SECTIONS 2(a)- 
(19), 2(a)(35) AND 22(c) OF THE ACT AND RULES 
2a-4 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Wellington Fund, 
Inc., Windsor Fund, Inc., Ivest Fund, Inc., Wellesley 
Income Fund, Inc., W. L. Morgan Growth Fund, Inc., 
Exeter Fund, Inc., Gemini Fund, Inc., Westminster 
Bond Fund, Inc., Trustees’ Equity Fund, Inc., Explorer 
Fund, Inc., Whitehall Money Market Trust, Qualified 
Dividend Portfolio, Inc., Qualified Dividend Portfolio II, 
Inc., and First Index Investment Trust (collectively, 
‘‘Vanguard Funds’’), diversified management invest- 
ment companies registered under the Investment 
Company Act of 1940 (‘‘Act’’) and The Vanguard 
Group, Inc. (‘‘Vanguard’’), a corporation which 
performs management and administrative functions for 
the Vanguard Funds (collectively, ‘‘Applicants’’) have 
filed an application on February 24, 1977, and amend- 
ments thereto on May 9, May 11, June 6, 1977, July 5, 
1977, and July 12, 1977, for orders of the Commission, 
pursuant to Rule 17d-1 under the Act, permitting 
Applicants to effect certain proposed transactions pur- 
suant to Section 17(b) of the Act, exempting certain 
proposed transactions from the provisions of Section 
17(a); and pursuant to Section 6(c) of the Act, 
exempting Applicants to the extent noted below, from 
the provisions of Sections 2(a)(19), 2(a)(35) and 22(c) 
and Rules 2a-4 and 22c-1 thereunder. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Except for Whitéhall and Fist Index, which are 
business trusts organized under the common law of 
Pennsylvania, each Vanguard Fund is incorporated 
under the laws of the State of Maryland. Except for 
Exeter and Gemini, all of the Vanguard Funds con- 
tinuously offer and redeem their shares (referred to as 
the ‘‘Continuously Offered Funds’’). Exeter continually 
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redeems its shares, although its shares are not 
currently offered to the public except to those existing 
shareholders who elect to receive dividend income or 
capital gains distributions in additional shares rather 
than in cash. Gemini is a closed-end investment 
company. On December 31, 1976, the Vanguard Funds 
had net assets of approximately $2.05 billion. 


On May 1, 1975, the existing Vanguard Funds, which 
until that time were traditional, externally managed 
investment companies, ‘‘internalized’’ their corporate 
management and administrative functions through 
Vanguard, a service company wholly and jointly owned 
by the Vanguard Funds. After issuance of a Com- 
mission order (Investment Company Act Release No. 
8676, February 18, 1975) permitting such internaliza- 
tion, shareholders of the then existing Vanguard Funds 
approved the Funds Service Agreement (‘‘Agree- 
ment’’) pursuant to the terms of which that internali- 
zation was accomplished. Wellington Management 
Company (‘‘Wellington’’) continued to serve as the 
investment adviser and principal underwriter to the 
Vanguard Funds under a renegotiated advisory and 
distribution contract containing significantly reduced 
fee schedules. The then existing Vanguard Funds 
represented that the internalized structure was in the 
best interests of the Vanguard Funds principally 
because it established a structure for the complex 
which enhanced the independence of the funds from 
any person providing services, and it produced demon- 
strable savings in operating costs for the funds. 


Subsequently, one of the original Vanguard Funds was 
liquidated and four new investment companies became 
parties to the Agreement. Three of the new investment 
companies, Whitehall, QDP, and QDP Il, were 
organized by Wellington, which bore their organiza- 
tional expenses and serves as their adviser. The fourth 
company, First Index, has no investment adviser. First 
Index completed an underwritten public offering in 
August 1976, realizing approximately $11,300,000. Its 
initial organization and offering expenses, which were 
approximately $79,000, have been borne by First Index 
and they are being amortized over five years. By adding 
First Index to the Agreement, Applicants state that the 
expenses of the other Vanguard Funds have been 
reduced by approximately $30,000 per year through the 
allocation of essentially fixed costs over a now larger 
asset base. 


Under the internalized structure, the Vanguard Funds 
have their own executive officers, staff, and employees 
who, in turn, have no affiliations with any external 
investment adviser to or distributor for the Vanguard 
Funds. With minor exceptions, ten of the twelve 
directors of the Vanguard Funds are neither interested 
persons of the Vanguard Funds nor of Wellington; one 
director is an affiliated person or interested person of 
Wellington; and one is president of Vanguard and of 
each of the Funds. The board of directors of Vanguard 
is composed of the ten independent directors of the 





Funds and the person who is president of Vanguard and 
of each of the Funds. Through Vanguard, the Vanguard 
Funds obtain the following principal services on an at 
cost basis: (1) executive staff; (2) accounting and 
financial; (3) legal and regulatory; (4) shareholder 
reporting; (5) transfer agency (since June 1976); (6) 
monitoring and control of custodian relationships; and 
(7) review of advisory, distribution, and other services 
externally provided to the Vanguard Funds. 


Each Vanguard Fund bears specified expenses (such as 
legal, auditing, custodian, and directors’ fees) directly 
related to and identifiable with its continued corporate 
existence and operations. In addition, each Vanguard 
Fund bears its portion of the actual costs of operation of 
Vanguard. These costs are allocated among each of the 
Vanguard Funds using various methods agreed upon 
by the funds. Voting and liquidation rights in Vanguard 
held by the Vanguard Funds as well as the amounts 
which each fund has contributed to the capital of 
Vanguard are adjusted periodically on the basis of the 
relative net assets of the Vanguard Funds in order to 
retain proportional ownership. Applicants represent 
that as a result of these arrangements the Vanguard 
Funds and their shareholders have recognized actual 
annual savings, compared with the arrangements in 
existence prior to internalization of management and 
administrative functions, of more than $1 million. 


The nine Vanguard Funds which had charged a sales 
load state that Wellington, as their principal under- 


writer, has retained a portion of the sales commission 
paid by purchasers of such Funds. Applicants estimate 
that from 1971 to 1976 the total sales charges paid by 
investors in those nine Vanguard Funds amount to 
approximately $38 million. Applicants also state that in 
1976 approximately 50% of the shares sold by the 
Vanguard Funds (excluding shares acquired through 
dividend reinvestments at net asset value) were pur- 
chased by existing shareholders; and that even with a 
significant increase in sales to new investors, sales to 
existing shareholders would continue to represent 
approximately 20-25% of the annual sales of the 
Vanguard Funds. 


Applicants state that on February 8, 1977, after several 
studies were conducted, the boards of directors of nine 
Vanguard Funds which charged a sales load deter- 
mined that those funds should become no-load funds 
immediately. Applicants represent that this decision 
was made in conjunction with the determination by the 
boards of the Continuously Offered Funds that it would 
be in the best interests of those funds to ‘‘internalize’’ 
their distribution function. To effect this internaliza- 
tion, Applicants propose: (1) to amend the Agreement 
to provide for joint sharing of distribution expenses by 
allocating those expenses, with certain exceptions, 
among the Continuously Offered Funds based upon 
their relative net assets; (2) to direct Vanguard to utilize 
Vanguard Marketing Corporation (‘‘Marketing’’), 
which was organized as a subsidiary by Vanguard and 


is in the process of registering with the Commission as 
a broker-dealer, as the principal underwriter for the 
Continuously Offered Funds on a no-load basis; and 
(3) to enter into new investment advisory agreements, 
already negotiated, with Wellington providing for a 
reduction in the aggregate investment advisory fee paid 
by the Funds of approximately $2,131,000. Applicants 
represent that based upon Marketing’s initial proposed 
annual distribution budget of $1,300,000, the aggregate 
net savings to the Vanguard Funds are expected to be 
approximately $831,000 in the first year of internalized 
distribution. Applicants state that the intitial marketing 
and promotional expenditures approved by the boards 
represent approximately .05% of the current net assets 
of the Vanguard Funds, and that Applicants do not 
presently anticipate such annual expenditures to 
exceed .10% of the aggregate net assets of the 
Vanguard Funds. 


The Agreement, as amended, will provide expressly 
that distribution expenses may include the expenses 
incurred from time to time in forming one or more new 
investment companies which are to become members of 
the Vanguard Group, as well as the expenses of 
offering shares of those companies to the public. No 
such new fund will be organized without the approval of 
two-thirds of the independent directors of Vanguard, 
and not more than $50,000 will be spent on the organi- 
zation of any single new fund. 


With respect to First Index, Applicants represent that 
they have determined that until First Index has fully 
amortized its initial organization and offering expenses, 
it will not bear any expenses related to the distribution 
of shares of the Vanguard Funds. First Index, however, 
will bear such distribution expenses at the earlier of the 
conclusion of a five year amortization period or the date 
upon which its organization and offering expenses have 
been fully amortized. In any event, First Index will bear 
distribution expenses to the extent the expenses it 
amortizes are proportionately less than the amounts 
which other Vanguards Funds are bearing for 
distribution expenditures. 


With respect to Exeter and Gemini, which do not 
continuously offer their shares to the public, Applicants 
represent that those funds will bear a full share, in pro- 
portion to their relative net assets of certain admini- 
strative expenses related to distribution, which were 
previously borne by Wellington as _ principal 
underwriter and investment adviser. Those expenses 
are represented to be necessary to the functioning of all 
the Funds, regardless of whether there is any 
marketing activity. However, Exeter and Gemini will 
bear no portion of the marketing and promotional 
expenses related to the distribution of shares of the 
Continuously Offered Funds. 


Section 17(d) of the Act and Rule 17d-1 thereunder 
provide that it shall be unlawful for an affiliated person, 
or an affiliated person of an affiliated person, of a 
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registered investment company, acting as principal, to 
participate in or effect any transaction in connection 
with any joint enterprise or arrangement in which any 
such registered investment company, or company 
controlled by such registered investment company, is a 
participant, unless an application regarding such 
arrangement has been granted by the Commission. In 
passing upon such application, the Commission will 
consider whether the participation of such registered 
investment company is on a basis different from, or less 
advantageous than, that of the other participants. 
Applicants state that each of the Vanguard Funds may 
be deemed to be affiliated persons of each and all of the 
other Vanguard Funds, and that Vanguard and 
Marketing may be deemed to be affiliated persons of 
each of the Funds. Applicants further state that the 
arrangements described above may be deemed a joint 
enterprise or arrangement. Accordingly, Applicants 
request that the Commission issue an order pursuant to 
Rule 17d-1 permitting the amendment of the Funds 
Service Agreement to authorize the proposed actions 
and distribution arrangements. 


In support of this request, Applicants state that the 
proposed actions and distribution arrangements are 
consistent with the provisions, policies, and purposes of 
the Act because they will advance the interests of the 
shareholders of the Vanguard Funds, rather than the 
interests of others, in the operation and administration 
of those Funds by providing management of each fund 
with increased independence from external entities. 
Applicants represent that the internalization § will 
provide the Vanguard Funds with the best available 
management, advisory, and distribution services at the 
lowest reasonable costs. These goals, Applicants 
assert, are consistent with the policies and objectives of 
the Act. Applicants also argue that benefits from the 
proposed transactions will flow to each Fund and its 
shareholders. For example, Applicants state that by 
assuming responsibility for distribution of their own 
shares, the Funds were able to negotiate advisory 
services from Wellington at a substantially reduced 
cost. In addition, Applicants assert that capital 
contributed to organize new funds benefits the existing 
Funds and their shareholders by making a broader 
range of investment products available to Fund share- 
holders and by increasing the asset base of the complex 
over which the fixed costs of Vanguard are borne. 
Applicants cite their experience with First Index 
whereby $30,000 in annual operating costs for 
Vanguard are now borne by First Index. 


Section 17(a) of the Act provides, in part, that it shall be 
unlawful for any affiliated person of a registered 
investment company knowingly to sell any security or 
other property to such registered company, or 
knowingly to purchase from such registered investment 
company any security. Section 17(b) of the Act 
provides, however, that the Commission upon appli- 
cation may exempt a transaction from the provisions of 
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Section 17(a) if evidence establishes that the terms of 
the proposed transaction, including the consideration to 
be paid, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and 
that the proposed transaction is consistent with the 
policy of each registered investment company 
concerned and with the general purposes of the Act. 


Applicants state that because the Funds may be 
deemed to be affiliated persons of each other and 
because Vanguard may be deemed to be an affiliated 
person of the Funds, they request an order, pursuant to 
Section 17(b) of the Act, exempting from Section 17(a) 
the issuance by Vanguard, and the purchase by the 
Funds of, securities of Vanguard and periodic purchase 
and sale of Vanguard securities among the Funds in 
order to maintain ownership of Vanguard proportional 
to their assets. 


In support of this request, Applicants state that under 
the proposed arrangements each Fund contributes to 
the capital of Vanguard in proportion to its then current 
net assets and that contributions are adjusted from time 
to time so that no Fund has a disproportionate amount 
invested in the capital of Vanguard. Applicants assert 
that the proposed transaction is fair and reasonable, 
and in light of the working capital needs of Vanguard 
does not involve overreaching on the part of any person 
concerned. 


Section 2(a)(19) of the Act, in pertinent part, defines an 
‘‘interested person’’ of an investment company to 
include any affiliated person of such company, any 
affiliated person of a registered broker or dealer, and 
any “‘interested person’’ of such company’s principal 
underwriter. Section 2(a)(19) of the Act further defines 
an ‘‘interested person’’ of a principal underwriter for 
an investment company to include any affiliated person 
of such principal underwriter. Section 2(a)(3) of the Act, 
in pertinent part, defines an affiliated person of another 
person to include any officer or director of such other 
person. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission may upon application conditionally or 
unconditonally exempt any person, security, or 
transaction, or any class or classes or persons, 
securities, or transactions from any provisions of the 
Act, or any rule thereunder, if and to the extent such 
exemption is necessary or appropriate in the public 
interest, and is consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


The Vanguard Funds request an order, pursuant to 
Section 6(c) of the Act, exempting their ‘‘independent’’ 
directors from the definition in Section 2(a)(19) of the 
Act to the extent that such directors would be deemed 
to be interested persons of any of the Vanguard Funds 
or of Marketing solely by reason of the implementation 





of the proposed distribution arrangements. 


Applicants represent that, except for their interests as 
directors, the independent directors have no significant 
economic or other interest in Marketing which is merely 
a vehicle the Vanguard Funds will use to distribute 
their shares on an internalized, no-load, at-cost basis. 
Accordingly, Applicants assert that the exemption is 
necessary in the public interest and consistent with the 
protection of investors and with the purposes of the 
Act. 


Applicants also state that it has been asserted from 
time to time that Sections 2(a)(35) and 22(c) of the Act, 
and Rules 2a-4 and 22c-1 thereunder, alone or in 
combination might be interpreted to prohibit the pro- 
posed distribution arrangements. These provisions deal 
generally with the price at which shares of the 
Continuously Offered Funds and of Exeter may be sold 
to or redeemed from investors. Although Applicants 
assert that they do not believe these provisions pre- 
clude the proposed distribution arrangements, they 
request an exemption pursuant to Section 6(c) from any 
or all of these provisions to the extent deemed 
necessary by the Commission. 


Applicants state that the proposed distribution 
arrangements should be exempted, to the extent 
necessary, from Sections 2(a)(35) and 22(c) of the Act, 
and Rules 2a-4 and 22c-1 thereunder because the 
expenditures which may be deemed to constitute a 
‘sales charge’ are reasonable in relation to the other 


benefits being received by the Vanguard Funds; such © 


‘sales charge’’ would not be ‘‘hidden’’ since the 
arrangement and its financial impact will be disclosed 
to investors; and the differing ‘‘charges’’ which share- 
holders would pay are reasonable and fair in light of the 
benefits to be obtained and do not discriminate 
improperly among shareholders. 


Applicants consent to the following conditions with 
respect to any order issued in this matter: 


1) that the Vanguard Funds’ annual marketing and 
promotional expenses will not exceed .20% of their 
average month-end net assets over a calendar year; 
provided that if the Commission adopts a rule which 
would permit greater expenditures, the Vanguard 
Funds may conform their expenditures to the pro- 
visions of such rule; 


2) that Vanguard and/or Marketing shall file annual 
reports, within 30 days after the close of each year, to 
the Commission commencing 12 months after the date 
the proposed distribution arrangements become 
effective. Such reports shall contain financial informa- 
tion setting forth the distribution expenses of a 
marketing and promotional nature incurred by the 
Vanguard Funds and Marketing during the year and 


the projected expenditures as a percentage of the 
average month-end net assets of the Continuously 
Offered Funds over the past year and the estimated net 
assets of the Continuously Offered Funds for the 
following year. With respect to annual reports to be 
filed after the report covering the first 12 months of 
actual operations, Vanguard may, with the written 
consent of the Director of the Dvision of Investment 
Management, file such reports on a calendar year 
basis. Vanguard’s obligation to file reports pursuant to 
this condition shall terminate if and to the extent the 
Commission adopts a rule (or rules) or an interpretive 
release of general applicability to registered investment 
companies which by its terms would permit the 
Vanguard Funds to engage in the financing of the 
distribution activities without a requirement for 
periodic revorting to the Commission; and 


3) that, with regard to exemptive orders from Section 
17(d) and Rule 17d-1 and from Sections 2(a)(35) and 
22(c) and Rules 2a-4 and 22c-1, such orders will be 
subject to and preempted prospectively by any 
Commission decision on the general subject of mutual 
fund distribution in the form of a rule, interpretive re- 
lease, announcement or similar action of general appli- 
cability to registered investment companies which by 
its terms would preclude the operation of any or all 
aspects of this proposal. Notwithstanding any such 
order. granted in this matter, Applicants agree to 
conform their distribution operations to the limitations 
contained in any such Commission decision, provided, 
however, that if such Commission decision is other than 
by means of a rule, and there has been no opportunity 
for public comment prior to such Commission decision, 
Applicant shall have 90 days to conform their 
distribution operations. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 9, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed contemp- 
oraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
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will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9852/July 18, 1977 


In the Matter of 

DIVERSIFICATION FUND, INC. 

THE EXCHANGE FUND OF BOSTON, INC. 
DEPOSITORS FUND OF BOSTON, INC. 
CAPITAL EXCHANGE FUND, INC. 


FIDUCIARY EXCHANGE FUND, INC. 


SECOND FIDUCIARY EXCHANGE FUND, INC. 


LEVERAGE FUND OF BOSTON, INC. 

VANCE, SANDERS SPECIAL FUND, INC. 

VANCE, SANDERS COMMON STOCK FUND, INC. 
VANCE, SANDERS INVESTORS FUND, INC. 
VANCE, SANDERS INVESTORS FUND, INC. 
VANCE, SANDERS INCOME FUND, INC. 

VANCE, SANDERS MUNICIPAL BOND TRUST 


VANCE, SANDERS EXCHANGE FUND 
(A California Limited Partnership) 


VANCE, SANDERS & COMPANY, INC. 
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One Beacon Street 
Boston, Massachusetts 02108 


and 


WILLIAM M. GRIFFIN 

C/O Hartford Fire Insurance Company 
Hartford Plaza 

Hartford, Connecticut 06115 


(812-4132) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM THE PROVISIONS OF SECTION 2(a)(19) 
THEREOF. 


NOTICE IS HEREBY GIVEN that Diversification Fund, 
Inc., The Exchange Fund of Boston, Inc., Depositors 
Fund of Boston, Inc., Capital Exchange Fund, Inc., 
Fiduciary Exchange Fund, Inc., Second Fiduciary 
Exchange Fund, Inc., Leverage Fund of Boston, Inc., 
Vance, Sanders Special Fund, Inc., Vance, Sanders 
Common Stock Fund, Inc., Vance, Sanders Investors 
Fund, Inc., Vance, Sanders Income Fund, Inc., Vance, 
Sanders Exchange Fund (A California Limited Partner- 
ship), and Vance, Sanders Municipal Bond Trust 
(collectively, ‘‘Funds’’), each registered under the 
Investment Company Act of 1940 (the ‘‘Act’’) as a 
management investment company, Vance, Sanders and 
Company, Inc. (‘‘Vance Sanders’’), presently invest- 
ment adviser to each of the Funds except Vance, 
Sanders Municipal Bond Trust, which proposes to 
employ Vance Sanders as investment adviser, and 
William M. Griffin (‘‘Mr. Griffin’’, referred to with the 
Funds and Vance Sanders collectively as ‘‘Appli- 
cants’’), filed an application on April 29, 1977, and 
amendments thereto on June 10, 1977, and June 24, 
1977, for an order of the Commission pursuant to 
Section 6(c) of the Act exempting Mr. Griffin from the 
definition of ‘‘interested person’’ contained in Section 
2(a)(19) of the Act to the effect that Mr. Griffin shall not 
be deemed to be an interested person of the Funds, 
their investment adviser or principal underwriter by 
reason of his status as: (1) a director, executive vice 
president and chairman of the finance committee of 
Hartford Fire Insurance Company (‘‘Hartford Fire’’); 
(2) adirector and president of Hartford Securities Com- 
pany, Inc. (‘‘Hartford Securities’’); (3) a director, vice 
president and chairman of the finance committee of 
Hartford Life Insurance Company (‘‘Hartford Life’’); or 
(4) a director, vice president and chairman of the 
finance committee of Hartford Variable Annuity Life 
Insurance Company (‘‘Hartford Variable Annuity’’). 
All interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are summa- 
rized below. 





Applicants state that all of the Funds, except Leverage 
Fund of Boston, Inc., which is a closed-end investment 
company, are open-end investment companies; that 
Vance, Sanders Investors Fund, Inc., Vance, Sanders 
Common Stock Fund, Inc., Vance, Sanders Special 
Fund, Inc., and Vance, Sanders Income Fund, Inc., 
employ Vance Sanders as their principal underwriter; 
and that Vance, Sanders Municipal Bond Trust 
proposes to employ Vance Sanders as _ principal 
underwriter. According to the application, it is contem- 
plated that Mr. Griffin will be nominated to be a 
director of Vance, Sanders Investors Fund, Inc., at a 
special meeting scheduled to be held shortly and that it 
is contemplated that, at some future time, Mr. Griffin 
will be nominated to join the boards of directors, or to 
become a trustee or managing general partner, of the 
other Funds. 


Applicants state that Mr. Griffin’s principal occupation 
is executive vice president, director and chairman of 
the finance committee of Hartford Fire, a property and 
liability insurer which is a 99 percent owned subsidiary 
of International Telephone and Telegraph Corporation 
and that he is also an officer and director of a number of 
subsidiary companies of Hartford Fire, including 
Hartford Securities, Hartford Life, Hartford Variable 
Annuity and Hartford Equity Sales Company, Inc. 
(‘‘Hartford Equity Sales’’). According to the 
application, Hartford Securities, a wholly-owned 
subsidiary of Hartford Fire, is registered with the Com- 
mission as a broker-dealer under the Securities 
Exchange Act of 1923 (‘‘Exchange Act’’) solely to 
enable it to engage in securities transactions on behalf 
of Hartford Fire and its affiliates. Applicants state that 
Hartford Life is another wholly-owned subsidiary of 
Hartford Fire, and that Hartford Variable Annuity is a 
wholly-owned subsidiary of Hartford Life. According to 
the application, Hartford Equity Sales, a wholly-owned 
subsidiary of Hartford Variable Annuity, is registered 
with the Commission as a broker-dealer under the 
Exchange Act solely to enable it to engage in the 
business of selling variable annuity contracts issued by 
Hartford Variable Annuity. 


Section 2(a)(19) of the Act, generally generally defines 
an ‘‘interested person’’ of (i) an investment company, 
(ii) any investment adviser of an investment company, 
and (iii) any principal underwriter for an investment 
company, to include, inter alia, any broker or dealer 
registered under the Exchange Act or any affiliated 
person of such broker or dealer. Section 2(a)(3) of the 
Act defines and ‘‘affiliated person’’ of another person 
to include, inter alia, any director, officer or employee 
of such other person. 


Applicants state that Mr. Griffin, by reason of his posi- 
tions as (1) a director, executive vice president and 
chairman of the finance committee of Hartford Fire; (2) 
president and director of Hartford Securities; (3) a 


director, vice president and chairman of the finance 
committee of Hartford Life; and (4) a director, vice 
president and chairman of the finance committee of 
Hartford Variable Annuity, would be considered to be 
an affiliated person of Hartford Securities and possibly 
of Hartford Equity Sales, and thus an interested person 
of the Funds, and of any investment adviser or principal 
underwriter of the Funds. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt 
any person, security or transaction, or any class or 
classes of persons, securities or transactions, from any 
provision of the Act or of any rule or regulation under 
the Act, if and to the extent that such exemption is nec- 
essary or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


Applicants submit that Mr. Griffin’s relationships with 
Hartford Fire and its various subsidiary companies will 
not impair his independence in acting on behalf of any 
Funds or their shareholders. They state that Hartford 
Securities has never acted as broker-dealer or engaged 
in securities transactions for any client other than Hart- 
ford Fire and its affiliates, and does not intend to act as 
broker-dealer or engage in securities transactions for 
any person which is not an affiliate of Hartford Fire. 
Appllicants state that Hartford Equity Sales’ business 
relates solely to the marketing of variable annuity 
contracts Issued by Hartford Variable Annuity and 
further state that (1) Hartford Securities and Hartford 
Equity Sales do not intend to sell securities to or 
purchase securities from any of the Funds, (2) the 
Funds will not purchase securities from or through, or 
sell securities to or through, Hartford Securities or 
Hartford Equity Sales, and (3) this commitment by 
Applicants will not cause the Funds to lose the benefit 
of any investment opportunities. 


Applicants submit that Mr. Griffin is subject to no 
conflicts of interest as a result of his relationships with 
Hartford Fire and its subsidiary companies and that, in 
the opinion of the Funds, Mr. Griffin is a man of 
recognized experience, integrity and competence in the 
investment industry and in the area of financial 
institutions. Applicants therefore submit that it is in the 
public interest as well as in the interests of the Funds 
and their shareholders that Mr. Griffin be permitted to 
serve as a disinterested member of the respective 
boards of directors, trustees, or managing general 
partners of the Funds. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 12, 1977, at 5:30 
P.M., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
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to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the addresses stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed contemp- 
oraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9853/July 18, 1977 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4133) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER. 


Massachusetts Mutual Life Insurance Company 
(‘Insurance Company’’), a mutual life insurance 
company organized under the laws of the 
Commonwealth of Massachusetts, and MassMutual 
Corporate Investors, Inc. (‘‘Fund’’), a non-diversified, 
closed-end, management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act”), filed an application on May 9, 1977, and an 
amendment thereto on June 16, 1977, pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder, for 
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an order of the Commission permitting: (1) the 
Insurance Company, the Fund’s investment adviser, to 
acquire at direct placement $3,000,000 principal 
amount of a new issue of 9 5/8% Senior Notes due 
1992 (‘New Notes”) issued by American Gemsmiths, 
Inc. (‘“Gemsmiths”); (2) the Insurance Company and 
the Fund io conform certain covenants contained in 
purchase agreements made by them with Gemsmiths 
in connection with a.prior purchase of subordinated 
notes of Gemsmiths (“Old Notes”) with the covenants 
contained in the purchase agreement relating to the 
New Notes; and (3) the Insurance Company and The 
Fund to amend the Old Notes and the purchase agree- 
ments therefor to increase the interest rate of such Old 
Notes from 82% to 9% and to make such Old Notes 
co-equal in obligation with the New Notes. The appli- 
cation stated that the Old Notes held by the Insurance 
Company and the Fund were purchased from 
Gemsmiths in compliance with an order of the 
Commission issued August 31, 1971 (Investment 
Company Act Release No. 6690) which, among other 
things, imposes the condition that neither the 
Insurance Company nor the Fund may acquire any 
further interest in Gemsmiths other than interests in all 
respects identical, unless otherwise permitted by order 
of the Commission. 


On June 21, 1977, a notice (Investment Company Act 
Release No. 9821) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
participation of the Fund in the proposed transaction, 
on the basis proposed, is consistent with the provisions, 
policies and purposes of the Act and that such 
participation is on a basis not less advantageous than 
that of other participants. 


IT IS HEREBY ORDERED, pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder, that the proposed 
transaction be, and hereby is, permitted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 9855/ July 19, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13766/July 19, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9856/ July 19, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13767/July 19, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9857/July 19, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13768/July 19, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9858/July 20, 1977 


In the Matter of 

AMERICAN GENERAL BOND FUND, INC. 
AMERICAN GENERAL CONVERTIBLE SECURITIES; 
INC. 

3910 Keswick Road 

Baltimore, Maryland 21211 

and 

THE VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 

SEPARATE ACCOUNT ONE 


and 


THE VARIABLE ANNUITY LIFE INSURANCE 


COMPANY 

SEPARATE ACCOUNT TWO 
2777 Allen Parkway 

Houston, Texas 77019 


(812-4131) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19). 


American General Bond Fund, Inc., and American , 
General Convertible Securities, Inc., closed-end 
investment companies registered under the Investment 
Company Act of 1940 (the “Act”), and The Variable 
Annuity Life Insurance Company Separate Account 
One and The variable Annuity Life Insurance Company 
Separate Account Two, open-end investment compan- 
ies registered under the Act, (hereinafter collectively 
called ‘‘Applicants’’), filed an application on April 27, 
1977, for an order of the Commission pursuant to 
Section 6(c) of the Act declaring that R. Miller Upton 
shall not be deemed an ‘‘interested person’’ of the 
Applicants within the meaning of Section 2(a)(19) of the 
Act solely by reason of his status as a director of Home 
Life Insurance Company (‘‘Home Life’’). 


On June 22, 1977, a notice (Investment Company Act 
Release No. 9823) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is appropriate in 
the public interest and consistend with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 2(a)(19) of the Act to the extent requested be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9859/ July 20, 1977 
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In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


QP VARIABLE ACCOUNT 


HARTFORD FUND, INCORPORATED 
Hartford Plaza 
Hartford, Connecticut 06115 


and 


AXE SECURITIED CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-4097) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 12(d)(1), 
22(d), 22(e), 26(a)(2), 27(a)(3), 27(c)(1), 27(c)(2) AND 
27(d), AND FOR APPROVAL OF AN OFFER OF EX- 
CHANGE PURSUANT TO SECTION 11 OF THE ACT 
AND FOR AN ORDER PURSUANT TO SECTION 9Q(c) 
OF THE ACT FOR EXEMPTION FROM SECTION 
9(a). 


NOTICE IS HEREBY GIVEN that Hartford Variable 
Annuity Life Insurance Company (‘‘HVA’’), a stock life 
insurance company organized under the laws of the 
State of Connecticut; Hartford Variable Annuity Life 
Insurance Company QP Variable Account (‘‘HVA-QP- 
VA’’), aseparate account of HVA, registered as a unit 
investment trust under the investment Company Act of 
1940 (‘‘Act’’); Hartford Fund, Incorporated (‘‘Fund’’), 
a management open-end diversified investment 
company registered under the Act; and Axe Securities 
Corporation (‘‘Axe’’), a Delaware corporation 
registered as a broker-dealer under the Securities Ex- 
change Act of 1934, sponsor-depositor and principal 
underwriter of HVA-QP-VA, (collectively ‘‘Appli- 
cants’’) filed an Application on February 27, 1977 and 
amendments thereto on June 9 and June 30, 1977, 
pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Sections 
12(d)(1), 22(d), 22(e), 26(a)(2), 27(a)(3), 27(c)(1), 
27(c)(2) and 27(d), to the extent requested, and pursu- 
ant to Section 11 of the Act for an order approving 
certain offers of exchange and for an order pursuant to 
Section 9(c) of the Act for exemption from Section 9(a). 
All interested persons are referred to the Application 
on file with the Commission for a statement of the 
representations contained therein which are summar- 
ized below. 


HVA-QP-VA was created and organized as a unit 
investment trust class of investment company by means 


1310/SEC DOCKET 


of a certain custodian agreement dated November 10, 
1976 by and between Axe, as sponsor-depositor, and 
Hartford National Bank and Trust Company (‘‘HNB’’), 
as Custodian. HVA-QP-VA was registered with the 
Securities and Exchange Commission under the Act on 
November 26, 1976. 


On May 1, 1977 Hartford Variable Annuity Life 
Insurance Company, a South Carolina corporation, was 
merged into Hartford Variable Annuity Life Insurance 
Company of Connecticut and, simultaneously, the 
name of the latter company was changed to Hartford 
Variable Annuity Life Insurance Company. 


All of the outstanding shares of common and preferred 
stock of Axe are owned of record and beneficially by 
E.W. Axe & Co., Inc. which serves as investment 
adviser to the Axe-Houghton Funds group; as invest- 
ment media of, inter alia, HVA-QP-VA; and as 
investment adviser to Hartford Variable Annuity Life 
Insurance Company Separate Account (‘‘HVA Separate 
Account’’), another separate account of HVA 
registered under the Act. 


The Group Variable Annuity Contracts (hereafter 
‘*Group Contract’ or ‘‘Group Contracts’’ as the context 
requires) and the Individual Variable Annuity Contracts 
(hereafter ‘‘Individual Contract’’ or’’Individual Con- 
tracts’’ as the context requires) to be funded by 
HVA-QP-VA are designed for purchase only in 
conjunction with tax-qualified plans, such as: corporate 
pension and profit sharing plans; tax-deferred annuity 
plans for public school teachers and employees; plans 
for employees of certain other tax-exempt and 
qualifying employers; HR-10 plans for self-employed 
individuals; and individual retirement accounts. 


The Contracts, both Group and Individual, provide for 
the purchase of both fixed annuity benefits and variable 
annuity benefits, at the direction of the Contract 
Owner, and purchase payments made pursuant to the 
terms of the Contracts will be applied, after authorized 
deductions, to purchase fixed and/or variable benefits 
in accordance with the Contract Owner’s instructions. 
Those net purchase payments or parts thereof that are 
to be applied to purchase variable annuity benefits will 
be invested, again at the direction of the Contract 
Owners, in Hartford Fund ‘‘Bond Series’’ shares or 
Hartford Fund ‘‘Stock Series’’ shares or a combination 
thereof. 


Section 12(d)(1) 


Section 12(d)(1) of the Act provides that a registered 
investment company may not purchase or otherwise 
acquire securities issued by another investment 
company if, as a result of such transaction, the acquring 
company would own in the aggregate: (1) more than 
32% of the total outstanding voting stock of the 





acquired company; (2) securities issued by the 
acquired company having an aggregate value in excess 
of 5% of the value of the total assets of the acquiring 
company; or (3) securities issued by the acquired 
company and all other investment companies having 
an aggregate value in excess of 10% of the value of the 
total assets of the acquiring company. 


However, Section 12(d)(1)(E) specifically exempts a 
security or securities purchased or acquired by an 
investment company, the depositor of or principal 
underwriter for which is a broker-dealer registered 
under the Securities Exchange Act of 1934 and the 
investment portfolio of which consists only of such 
securities (or such securities are the only securities held 
by a registered unit investment trust issuing two or 
more classes or series of securities, each of which 
provides for the accumulation of shares of a different 
investment company). 


Applicants assert that the Investment Company Act 
Amendments of 1976 amended Section 12(d)(1) of the 
Act in order to limit the creation of new fund-holding 
companies and to deal with the problems raised by 
foreign-based fund-holding companies that invested 
primarily in the securities of American funds and which 
were not themselves subject to the federal securities 
laws. The exemption from the proscriptions of Section 
12(d)(1) provided by Section 12(d)(1)(E)(ii) is not appli- 
cable to the HVA-QP-VA/Fund situation because 
HVA-QP-VA is a unit investment trust that issues only 
one class or series of Contracts which provide for 
investment in the shares of Fund, a series fund having 
two classes or series of shares. 


Applicants have requested an exemption from Section 
12(d)(1) of the Act in order that HVA-QP-VA may 
acquire shares of both the ‘‘Bond Series’’ and the 
‘*Stock Series’’ of Fund in satisfaction of the directions 
of the Contract Owners respecting the investment of 
their periodic purchase payments made pursuant to the 
terms of the Contracts. 


Section 26(a) and Section 27(c)(2) 


Section 27(c)(2) of the Act provides essentially that a 
registered unit investment trust and any depositor or 
underwriter for such trust are prohibited from selling 
periodic payment plan certificates issued with respect 
to such trust unless they proceeds of all payments other 
than the sales load are deposited with a qualified bank 
as trustee or custodian and held under an indenture or 
agreement containing certain specified provisions 
required by, inter alia, Section 26(a)(2) of the Act. 


Section 26(a)(2) of the Act requires that the custodian 
agreement must provide, in part, that (i) the custodian 
bank shall have possession of all the property of the 
unit investment trust and shall segregate and hold the 


same in trust; (ii) the custodian bank shall not resign 
until either the unit investment trust has been 
liquidated or a successor custodian has been 
appointed; (iii) the custodian may collect fees from the 
income and, if necessary, from the corpus of the trust 
for services performed and for reimbursement of 
expenses incurred; and (iv) no payment to the depositor 
or principal underwriter shall be allowed the custodian 
bank as an expense, except a fee, not exceeding such 
reasonable amount as the Commission may prescribe, 
as compensation for performing bookkeeping and other 
administrative expenses normally performed by the 
custodian. 


Applicants assert that HVA, as a life insurance 
company, may not properly place the assets of 
HVA-QP-VA in trust with another because the 
insurance laws of the State of Connecticut require HVA 
to retain ownership and control of the disposition of its 
property. Accordingly, Applicants have requested an 
exemption from Sections 26(a) and 27(c)(2) of the Act 
so that the securities and other property of HVA-QP-VA 
need not be held by HNB as custodian in trust. 


Section 26(a)(2)(D) provides, inter alia, that the custo- 
dian shall have possession of all securities and other 
property in which the funds of the trust are invested 
subject only to the charges and collections allowed 
under Section 26(a)(2) until distribution thereof to the 
security holders of the trust. 


The contracts issued with respect to HVA-QP-VA 
provide that there shall be deducted from the periodic 
purchase payments made pursuant to the terms of the 
contracts, in addition to the deduction for sales load as 
permitted by Section 27(c)(2), a charge for the mini- 
mum death benefit undertaking (.75% of each 
payment) which shall be paid over to HVA for providing 
such undertaking and a charge for such annuity 
premium taxes as may be payable in accordance with 
state and local laws. Further, the contracts provide that 
HVA is entitled to receive an amount equal to one 
percent (1%) per annum of the value of HVA-QP-VA for 
providing the mortality and expense undertakings in 
connection with the contracts. 


In addition to the deductions for the minimum death 
benefit undertaking, annuity premium taxes and 
mortality and expense undertakings, HVA shall be 
entitled to receive an annual policy fee of $10 per 
annum which shall be reflected as a deduction from the 
value of each Contract Owner’s or Contract Partici- 
pant’s account, as appropriate. This fee, which is 
charged for the servicing and handling of a Contract 
Owner’s or Contract Participant’s account, will be 
deducted from the value of each calendar year; 
provided, however, that if the value of an account is re- 
deemed in full at any time before the last business day 
of the year, the annual policy fee charge will be 


SEC DOCKET/1311 





deducted from the proceeds of such redemption. No 
annual policy fee deduction will be made during the 
annuity payment period. 


Applicants have requested that the Commission enter 
an Order exempting them from the provisions of 
Sections 26(a)(2) and 27{c)(2), to the extent necessary, 
to permit the deduction by HVA of the minimum death 
benefit premiums and payment to HVA of the minimum 
death benefit premiums; to permit the deduction, on a 
daily basis, and payment to HVA by HNB of the 
charges for providing the mortality and expense under- 
takings and for the annual policy fee charges; and, 
depending upon the requirements of the particular 
state, either: (i) to permit the deductions from 
purchase payments when made and payment of 
applicable annuity premium taxes to such state by 
HVA, or (ii) to permit the deduction of such taxes by 
HNB from the value of the Contract account or the 
Participant’s account, and the payment of such taxes 
to such state at the time when an annuity is effected. 


As noted above, Section 26(a)(2)(D) of the Act, in 
pertinent part, provides, in substance, that the trustee 
or custodian shall have possession of all securities in 
which the funds of the trust are invested and shall 
segregate the same and hold them in trust until 
distribution. This has been interpreted to mean that the 
securities owned by the trust must be actually 
represented by share certificates maintained in the 
custody of the custodian. The custodian agreement 
between Axe and HNB provides that all Fund shares of 
both Series, and other securities and property acquired 
by or on behalf of HVA-QP-VA, and all income upon, 
accretions to, and proceeds of such property and funds 
shall be held by the custodian. However, Fund 
maintains an open-account system and certificates for 
shares of Fund of both Series will not be issued until 
such time as Fund shares are made available for 
purchase by members of the general public, and then, 
share certificates will be issued only when requested 
by the shareholder. 


Appiicants assert that the primary purpose of Section 
26(a)(2)(D) is to provide for the safekeeping of assets of 
registered unit investment trusts. Applicants contend 
that to require that share certificates be physically 
issued by Fund to the custodian would not significantly 
add to the safety of the unit investment trust’s assets 
and would result, in fact, only in unnecessary 
administration expenses for the trust. As noted above, 
the assets of HVA-QP-VA will be invested exclusively 
in both Series of shares of Fund. Furthermore, HNB in 
its capacity as custodian for Fund will have physical 
possession of Fund’s portfolio of securities and other 
assets. Applicants contend that, in their view, the 
issuance of Fund share certificates to the custodian will 
not significantly add to the protective features of the 
custodianship. 
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Applicants, accordingly, have requested that the 
Commission enter an Order of exemption from the 
provisions of Section 26(a)(2)(D) and Section 27(c)(2) in 
order that the custodian may accept ‘‘book shares’’ on 
the investment of the purchase payments that are 
made, from time to time, by the Contract Owners and 
invested in shares of Fund to purchase variable annuity 
benefits. 


In support of the requested exemptions from the 
foregoing provisions of the Act, Applicants state that 
HVA will pay the custodian fees for the safekeeping of 
the HVA-QP-VA assets by the custodian. Applicants 
also state that the Fund shares acquired by 
HVA-QP-VA will be held in a book account (as 
hereinabove described) so that the ownership of Fund 
shares by HVA-QP-VA will be indicated only on the 
books of Fund and HVA-QP-VA and not evidenced by 
transferable stock certificates, and that under the 
Custodian Agreement the assets of HVA-QP-VA other 
than Fund shares that come into the hands of the 
custodian will be kept physically segregated by the 
custodian and held separate from the assets of any 
other firm, person or corporation. HVA, under the 
terms of a certain Recordkeeping Agreement with the 
custodian, will maintain a record of all purchases and 
redemptions of Fund shares in HVA-QP-VA. 


Applicants further state that HVA is subject to the 
extensive supervision and control by the Connecticut 
Insurance Commissioner and the comparable official of 
each state in which it does business. Such supervision 
requires HVA to file complete and detailed periodic 
reports. Applicants also state that the activities of HVA 
are subject to review by the Connecticut Insurance 
Department and its representatives at all times and are 
subject to comprehensive examinations periodically. 
Applicants also state that any substitution of the shares 
of an underlying fund for the shares of Fund can only 
take place with the prior approval of the Commission. 


Applicants contend that the foregoing laws, regulations 
and arrangements will provide substantial assurance 
that all obligations under the contracts issued by HVA 
will be performed. 


Applicants have consented that the foregoing 
requested exemptions from Sections 26(a) and 27(c)(2) 
may be made subject to the following conditions: (1) 
the charges to variable annuity Contract Owners for 


administrative services shall not exceed such 
reasonable amounts as the Commission shall prescribe, 
jurisdiction being reserved for such purpose, and (2) 
the payment of sums and charges out of the assets of 
HVA-QP-VA shall not be deemed to be exempted from 
regulation by the Commission by reason of the 
requested Order; provided, that Applicants’ consent to 
this condition shall not be deemed to be a concession to 
the Commission of authority to regulate the payment 





of sums and charges out of such assets other than 
charges for administrative services, and Applicants 
reserve the right in any proceeding before the 
Commission, or in any suit or action in any court, to 
assert that the Commission has no authority to regulate 
the payment of such other sums or charges. 


Section 27 (a)(3) 


Applicants represent that the amounts deducted for 
sales charges from periodic payments made pursuant to 
the terms of the contracts, both Group and Individual, 
are calculated as follows: 


Under the Group Contracts: 


Upitoand'including $2,500:........-25.255 2.5 6.25% 
More than $2,500 and up to and including $50,000 2.75% 
More than $50,000 and up to and 

INCIUGINIOTOOO0O'... 2.0. eo Se. cee ee oe 1.25% 
More than $100,000 


Under the Individual Contracts: 


Up toand themiding $2500". .....- ns 055 < teens 8.25% 
More than $2,500 and up to and including $5,000 6.25% 
More than $5,000 and up to and including $50,000 4.25% 
More than $50,000 and up to and 

EVTORRICHIEIER OOS OO one os sis, cerere' elvis. bie si Saree 2.25% 
More than $100,000 


The minimum periodic payment that may be made on 
behalf of a Group Contract Participant at any time and 
that may be made under an Individual Contract at any 
time is $30. 


In determining the Group Contract sales charge 
percentage applicable to a purchase payment made on 
behalf of a Group Contract Participant, only the 
cumulative amount of purchase payments made on 
behalf of such Participant is considered. 


When an employer making application for a Group - 


Contract has 1,000 or more eligible employees, and 
when annualized stipulated purchase payments with 
respect to all Participants shall equal or approxirnate 
$750,000 at the end of the Group Contract’s second 
anniversary, the sale deduction on aggregate contri- 
butions up to and including $2,500 with respect to each 
Participant shall be at the rate of 4.25% instead of 
6.25%; all other sales charge percentage deductions 
shall be the same as shown above for Group Contracts. 


Section 27(a)(3) provides, in substance, that it shall be 
unlawful for any investment company issuing periodic 
payment plan certificates or any depositor of or under- 
writer for such company to sell any such certificate if 
the amount of sales load deducted from any one of the 
first twelve monthly payments exceeds proportionately 
the amount of sales load deducted from any other such 


payment or the amount deducted from any subsequent 
payment exceeds proportionately the amount deducted 
from any other subsequent payment. 


Because the scale of sales load deductions decreases on 
the basis of the total value of the periodic payments 
made rather than on the numerical sequence of the 
periodic payments, the amount of sales load deducted 
from any one of the first twelve monthly payments may 
exceed proportionately the amount deducted from any 
other payment of the same series of payments (i.e., the 
sum of the periodic payments made after the sixth 


* payment on behalf of a Participant equals $2,500 and, 


therefore, the next payment made—the seventh 
payment—shall be subject to a sales load deduction of 
2.75%} or the amount deducted from any subsequent 
payment may exceed proportionately the amount 
deducted from any other subsequent payment. 


Applicants have requested an exemption from the pro- 
visions of Section 27(a)(3) to permit them to deduct 
sales charges on the basis of the sum total of the dollar 
amount of payments made under a contract. 


Sections 11(a) and 11(c) 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company, or any 
principal underwriter for such a company, to make, or 
cause to be made, an offer to the holder of a security of 


such a company, or of any other open-end investment 
company, to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged unless the terms of the offer have first 
been submitted to and approved by the Commission. 
Section 11(c) provides that, irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be 
applicable to any type of offer of exchange of the 
securities of registered unit investment trusts for the 
securities of any other investment company. 


Applicants have requested an Order pursuant to 
Sections 11(a) and 11(c) of the Act in order to permit 
an offer to be made to certain owners of contracts 
issued by HVA Separate Account which has been 
organized as an open-end diversified, management 
investment company and which is registered as such 
under the Act. Certain of the variable annuity contracts 
issued with respect to HVA Separate Account have 
been issued in connection with tax-qualified retirement 
plans. 


Applicants state that the requested Order permitting an 
offer of exchange to be made will make available to 
such Contract Owners certain advantages which will 
accrue to them from owning contracts issued by HVA 
with respect to HVA-QP-VA. Thus, Contract Owners 
will have the option of investing payments in a 
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fixed-income portfolio of investments as well as an 
equity portfolio of investments, or a combination 
thereof, with the further option of making transfers 
between the two portfolios. Finally, those Contract 
Owners of older group contracts issued with respect to 
HVA Separate Account that are presently paying a 
combined sales and administrative expense charge 
greater than the corresponding sales charge under an 
HVA-QP-VA contract, may find it advantageous to 
exchange their contracts for an HVA-QP-VA contract 
because of the scale of reducing sales charges applic- 
able to the latter class of contracts. 


Applicants state that no charges will be assessed in 
connection with the exchange, and the principal abuse 
at which Section 11(a) is directed—the imposition of 
additional sales charges—will not be present. 
Applicants represent that no compensation ‘vill be paid 
to any sales representative in connection with any such 
exchange, although compensation may be paid in 
connection with subsequent payments made under the 
terms of an HVA-QP-VA contract issued in exchange 
for an HVA Separate Account contract. Applicants 
represent, however, that they will seek to assist HVA 
Separate Account Contract Owners in determining 
whether or not to make an exchange by pointing out the 
applicable factors, and encouraged them to do so. 
There will be no requirement on the part of an HVA 
Separate Account Contract Owner to make such an 
exchange, and the choice of whether or not to make 
such an exchange shall be the Contract Owner’s alone 
to make. Entities to whom the exchange offer is made 
will receive a prospectus describing the new contracts, 
a prospectus describing the old contracts, plus such 
additional information as may be necessary to assist 
Contract Owners in determining whether to make such 
an exchange. 


Applicants assert that, in view of the protections 
afforded by the proposed disclosure to Contract Owners 
to whom an exchange offer will be made, the proposed 
offer of exchange if fair and should be approved by the 
Commission. 


Accordingly, Applicants have requested that the 
Commission issue an Order approving the offer of 
exchange, as described pursuant to the provisions of 
Sections 11(a) and 11(c) of the Act. 


Sections 22(d) and 27(a)(3) 


Applicants further represent that, in connection with an 
exchange of an HVA Separate Account contract for an 
HVA-QP-VA contract, the individual account value(s) 
under the contract exchanged will be recognized for 
purposes of determining the appropriate sales charge 
level, if the contract exchanged provides for a graded 
sales charge deduction but not if the contract 
exchanged provides for a level sales charge deduction. 
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There are, at present, four outstanding forms of 
contracts (two individual contracts and two group 
contracts) which have been issued with respect to HVA 
Separate Account in connection with tax-qualified 
programs. In the case of one of the individual contracts 
and one of the group contracts, sales and administra- 
tive expense charges are deducted upon a level-load 
basis of 7.75% and 5.25% respectively. In the case of 
the remaining group and individual contracts, sales and 
administrative expense charges are deducted upon a 
sliding scale, with the maximum charge being at 6.25% 
and 8.25% respectively. 


Applicants have stated that the Commission has 
previously issued an Order respecting an offer of 
exchange made to Contract Owners of contracts issued 
with respect to HVA Separate Account to exchange 
their level-load contracts for graded-load contracts 
under circumstances where no credit was given for the 
amounts accumulated under the exchanged contracts in 
determining the applicable level of sales and 
administrative expense deductions. 


Thus, on December 19, 1974 the Commission issued an 
Order exempting, inter alia, HVA and HVA Separate 
Account from the provisions of Section 27(a)(3) in 
connection with an offer to be made to existing Contract 
Owners of contracts issued with respect to HVA 
Separate Account to exchange their contracts, which 
were subject to level-load deductions for sales and 
administrative expenses, for contracts subject to 
graded-load deductions for sales and administrative 
expenses; provided, that the Contract Owner thus 
exchanging his level-load contract would not receive 
credit for such transferred amounts in determining the 
applicable level of deductions from purchase payments 
made under the new contracts (Investment Company 
Rel. No. 8620). 


Applicants intend to continue to follow the same pro- 
cedure with respect to the exchange of a level-icad 
contract funded by HVA Separate Account for a 
graded-load contract to be funded by HVA-QP-VA, and 
request the Commission to issue an Order exempting 
the exchange from the provisions of Section 27(a)(3) to 
the extent that such an exemptive order may be 
deemed necessary. 


Applicants contend that, since the amount transferred 
to a new HVA-QP-VA contract upon exchange will not 
qualify the purchaser for a reduced sales charge in the 
event that the HVA Separate Account contract 
exchanged provided for a level sales charge, whereas it 
will in the event that the HVA Separate Account 
contract exchanged provided for a graded sales charge 
deduction, the provisions of Section 22(d) of the Act 
may be violated since the reducing sales charge pro- 
visions of the contract issued with respect to 
HVA-QP-VA will not be applicable to sales to all 





persons on the same basis, and, hence, may be 
considered to be discriminatory. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company to any person except at the 
current offering price described in the prospectus. 


Applicants assert, in support of their Application for an 
exemption from the provisions of Section 22(d), that the 
amounts now being deducted, and which. will be 
deducted in the future because the load charge is level, 
will be reduced under certain circumstances. Thus, a 


Participant under a group contract subject to a 
level-load charge of 5.25% for sales and administrative 
expenses will have his deductions reduced to 2.75% 
after having achieved the second sales-charge tier and 
thereafter, and, if he qualifies as a member of a group 
of 1,000 or more employees (as hereinabove described), 
will have his sales charges dropped immediately to 
4.25% and thereafter. The owner of an individual 
contract, subject to a level-load charge of 7.75%, will 
also have his deductions reduced to 6.25% after having 
achieved the second sales-charge tier and thereafter. 


Applicants have, accordingly, requested an exemption 
from the provisions of Section 22(d) of the Act in order 
that they may make the offer of exchange as 
hereinabove described. 


Sections 27(c)(1), 22(e) and 27(d) 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘‘Program’’), codified as Sub- 
chapter G of Chapter 51 of the Texas Education Code. 
The statute provides as the funding media for the 
Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made 
two amendments in the Program legislation, which 
amendments became effective on June 14, 1973. The 
statutory definition of the Program was amended to 
provide that the benefits of such annuities are to be 
available only upon termination of employment in the 
Texas public institutions of higher education, retire- 
ment, death or total disability of the participant. The 
other amendment added a new Section 51.358 to Sub- 
chapter G which also provides that the benefits of such 
annulties will be available only if the participant dies, 
terminates his employment due to total disability, 
accepts retirement, or terminates employment in the 
Texas public institutions of higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System 


(‘‘System’’) requested the opinion of the Attorney 
General of Texas with respect to several questions 
concerning such amendments. The Attorney General 
rendered an opinion dated February 18, 1975, in 
response to the System’s letter. The Attorney General 
interpreted Section 51.358 to prohibit provisions in a 
variable annuity contract issued in connection with the 
Program on or after June 14, 1973, which provide for 
making available the redemption value of such contract 
prior to the occurrence of one of the conditions specified 
in the statute, |.e., termination of employment, retire- 
ment, death or total disability. Moreover, the opinion 
further stated that the prohibitions of Section 51.358 
were impliedly in effect upon the establishment of the 
Program (in 1967) and that notwithstanding any 
language which may be contained in existing contracts, 
a participant in the Program has never had the right to 
redeem his annuity contract otherwise than in 
accordance with the limitations described above. The 
opinion did not affect the right of a participant to 
transfer the redemption value of his annuity contract 
from one carrier to another; accordingly, the granting 
of the relief requested in the application would not 
affect such right. 


Section 27(c)(1) of the Act makes it unlawful for any 
registered Investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such certifi- 
cate unless such certificate is a redeemable security. 
Section 2(a)(32) of the Act defines ‘‘redeemable 
security’’ to mean any security under the terms of 
which the holder upon its presentation to the issuer or 
to a person designated by the issuer is entitled to 
receive approximately his proportionate share of the 
issuer’s current net assets, or the cash equivalent 
thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificates unless the certificate provides that the 
holder thereof may surrender the certificate at any time 
within the first eighteen months after the issuance of 
the certificate and receive in payment thereof, in cash, 
the sum of (1) the value of his account, and (2) an 
amount, from such underwriter or depositor, equal to 
that part of the excess paid for sales loading which is 
over 15 per centum of the gross payments made by the 
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certificate holder. 


Applicants request exemptions from the provisions of 
Section 22(e), 27(c)(1) and 27(d) of the Act to the excent 
necessary to permit compliance with Section 51.358 as 
it pertains to contracts issued to participants in the 
Program subsequent to the date of such exemptive 
order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program 
effectively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of 
two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas statute for 
such purpose. Additionally, participants will be unable 
to obtain the State’s matching contributions for the 
purchase of an equity-based retirement vehicle. In this 
respect, the Attorney General’s opinion indicated that 
these matching contributions will encourage partici- 
pation in the retirement plan but that unrestricted with- 
drawals prior to retirement might be detrimental to an 
effective retirement vehicle. In view of the foregoing, 
Applicants assert that the Commission should grant the 
requested exemptions because: (1) the limited 
restriction on redemption would be voluntarily assumed 
by participants, i.e., eligible employees are not 
required to participate in the Program; (2) the restric- 
tions were not formulated nor suggested by Applicants; 
and (3) participants’ relinquishment of the full right of 
redemption is a reasonable requirement in exchange 
for the benefits bestowed by the matching contributions* 
of the State of Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under contracts to be 
issued to them. This disclosure will take the form of an 
appropriate reference in each prospectus to the restric- 
tions on redemption of these contracts, as well as 
requiring each participant, as a part of the determina- 
tion that the sale of these contracts is suitable for that 
participant, to sign a statement. indicating that he/she 
is aware that these restrictions will be placed on 
his/her contract when it is issued. In addition, 
Applicants will review all sales literature that is to be 
used in conjunction with the sales of these contracts for 
the existence of material representations that are 
inconsistent with the restrictions to be placed on these 
contracts and will instruct the salespeople involved in 
soliciting in this market specifically to bring this 
restriction to the attention of the potential participants. 


Section 6(c) 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes or 
persons, securities or transactions, from the provisions 
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of the Act and Rules promulgated thereunder if and to 
the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Section 9 


Section 9(a) of the Act, insofar as is pertinent here, 
makes it unlawful for any person, or any company with 
which such person is affiliated, to act in the capacity of 
employee, officer, director, member of an advisory 
board, investment adviser, principal underwriter or 
depositor of any registered investment company if such 
person Is by reason of any misconduct enjoined by any 
court of competent jurisdiction from engaging in or 
continuing any conduct or practice in connection with 
the purchase or sale of any security. 


Section 9(c) provides that upon application the 
Commission shall grant an exemption from the pro- 
visions of Section 9(a) either unconditionally or on an 
appropriate temporary or other conditional basis, if it is 
established that the prohibitions of Section 9(a), as 
applied to the applicant, are unduly or disproportion- 
ately severe or that the conduct of such person has been 
such as not to make it against the public interest or 
protection of investors to grant such application. 


On June 20, 1972, International Telephone and 
Telegraph Corporation (‘‘ITT’’) and two of its sub- 
sidiaries, HVA and Hamilton Management Corporation 
(‘‘HMC’’) applied under Section 9(c) of the Act for an 
order exempting them from the provisions of Section 
9(a) of the Act. The June 1972 application followed the 
entry of consent injunctions against ITT and two of its 
officers in a Commission enforcement action alleging 
misuse of inside information relating to a material 
change in the posture of Justice Department anti-trust 
litigation against ITT and also alleging the sale of 
unregistered securities: 


At the time this application was filed, HMC acted as 
investment adviser and principal underwriter to 
Hamilton Funds, Inc., Hamilton Growth Fund, Inc., 
and Hamilton Income Fund, Inc., registered open-end 
investment companies. HVA (then ITT Variable 
Annuity Insurance Company) acted as investment 
adviser and principal underwriter? to Hartford (then 
ITT) Variable Annuity Insurance Company Separate 





1 Litigation Release No. 5435. 


2In 1974, Hartford Equity Sales Company, Inc. 
(“HESCO”), a wholly-owned subsidiary of HVA, be- 
came principal underwriter for HVA and Separate Ac- 
count. 





Account. In addition, HMC acted as investment adviser 
to HVA. As subsidiaries of ITT, HVA and HMC, 
immediately upon entry of the injunctions referred to 
above, came within the ambit of Section 9(a)(3) of the 
Act, which section, in pertinent part, prohibits any 
company which, by reason of any misconduct, is per- 
manently or temporarily enjoined by any court of 
competent jurisdiction from engaging in any conduct or 
practice in connection with the purchase or sale of any 
security, from serving or acting in the capacity of, inter 
alia, investment adviser, depositor or principal under- 
writer of any registered investment company. 
Accordingly, contemporaneously with the entry of the 
June 1972 injunctions, ITT, HVA and HMC applied 
under Section 9(c) for an order of exemption and the 
Commission granted a temporary order of exemption to 
permit the subsidiaries to continue servicing the funds 
involved pending the Commission’s determination of 
the application. In January 1973 the Commission upon 
a request of two intervening parties ordered a hearing 
on the application. 


Hearings on the application by ITT, HVA and HMC 
continued into 1975. During 1975, however, ITT sold 
HMC to Oppenheimer Management Corp.; addition- 
ally, E.W. Axe Co., Inc. and Axe became the principal 
underwriter and investment adviser, respectively, for 
Separate Account. Thus having terminated its 
affiliation with the underwriting, depository and invest- 
ment advisory activities that were subject to the Section 
9 proscription, ITT, its subsidiaries, HVA and HESCO, 
and HMC subsequently withdrew their applications 
under Section 9(c) and accordingly, on November 14, 
1975 such proceedings were ordered cancelled. As a 
result of the withdrawal of the application, the 
temporary order of exemption previously granted by 
the Commission terminated. 


As noted above, HVA-QP-VA was established by 
means of a custodian agreement between Axe and 
HNB. 


HVA has entered into an agreement with Axe under the 
terms of which HVA has agreed that it will assume 
responsibility for the maintenance of the records that 
are required to be kept by Axe as depositor under the 
provisions of Section 26(a)(4) of the Act and by Axe as 
depositor and principal underwriter by the provisions of 
Section 31(a) of the Act and Rules 31a-1 and 31a-2 
thereunder. 


HVA has also entered into a recordkeeping agreement 
with HNB under the terms of which HVA has agreed to 
maintain and preserve on behalf of HNB under Section 
31(a) of the Act and Rules 31a-1 and 31a-2 thereunder, 
such accounts, books and other documents as constitute 
the records forming the basis for financial statements 
required to be filed pursuant to Section 30 of the Act 
and of the auditors certificates relating thereto. 


HVA asserts that it will not receive any compensation 
from either Axe or HNB or HVA-QP-VA for the 
performance of these recordkeeping functions except 
to the extent that the collection of the $10 policy fee 
charge may be deemed compensation. However, in this 
respect, Applicants point out that the charge of the 
custodian for the performance of its services will be 
paid by HVA. 


In connection with the issuance of such variable annuity 
contracts the insurance laws of Connecticut require that 
certain records be maintained concerning the pur- 
chasers of such contracts, the contracts themselves, the 
amounts of insurance reserves that must be maintained 
with respect to such contracts, the annuity options 
selected by the contract-owners, and the amounts of 
annuity payments made—such record information and 
data being necessary to demonstrate the complete 
business and financial aspects of HVA and for the 
preparation of the periodic reports which must be filed, 
from time to time, with the appropriate insurance 
regulatory authorities. The books and records that Axe 
as depositor and as principal underwriter is required to 
keep and maintain with respect to HVA-QP-VA and 
that HNB would be keeping as custodian of 
HVA-QO-VA are already being maintained in major 
part by HVA to satisfy these requirements of state 
insurance regulations. 


The performance of these functions by HVA pursuant 
to its agreements with Axe and HNB, as well as the 
performance of administrative and payment processing 
functions by HVA pursuant to requested exemptions 
from Sections 27(c)(2) and 26(a)(2), could constitute it 
as the depositor or principal underwriter of 
HVA-QP-VA. As a subsidiary of ITT, HVA is barred by 
the provisions of Section 9(a) from serving as, inter alia, 
depositor or principal underwriter of a registered 
investment company. Accordingly, HVA is requesting 
an exemptive order under Section 9(c) to the extent 
necessary and pursuant to Section 6(c) for exemptions 
from the provisions of Sections 26(a) and 27(c)(2) to 
allow it to perform these functions. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than August 15, 1977, at 5:30 
p.m. submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact of law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. 


Proof of such service (by affidavit, or in the case of an 


SEC DOCKET/1317 





attorney at law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule O-5 
of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued 
as of course following August 15, 1977, unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9860/ July 20, 1977 


In the Matter of 
MASSACHUSETTS INVESTORS TRUST 


MASSACHUSETTS INVESTORS GROWTH STOCK 
FUND, INC. 


MASSACHUSETTS INCOME DEVELOPMENT 
FUND, INC. 


MASSACHUSETTS CAPITAL DEVELOPMENT 
FUND, INC. 


MASSACHUSETTS FINANCIAL DEVELOPMENT 
FUND, INC. 


MASSACHUSETTS FINANCIAL BOND FUND, INC. 
MASSACHUSETTS FINANCIAL SERVICES, INC. 


and 


MASSACHUSETTS FINANCIAL SERVICES 
COMPANY 

200 Berkeley Street 

Boston, Massachusetts 02116 


(812-4072) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 11(a) OF THE ACT AND 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM SECTION 22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Massachusetts 


1318/SEC DOCKET 


Investors Trust, Massachusetts Investors Growth Stock 
Fund, Inc., Massachusetts Income Development Fund, 
Inc., Massachusetts Capital Development Fund, Inc., 
Massachusetts Financial Development Fund, Inc., 
Massachusetts Financial Bond Fund, Inc. (collectively, 
‘‘Funds’’), each of which is registered under the 
Investment Company Act of 1940 (the ‘‘Act’’) as a 
diversified, open-end, management investment com- 
pany, and Massachusetts Financial Services, Inc., filed 
an application on December 27, 1976, which was 
amended on April 8, 1977, and June 29, 1977, and in 
which the successor to Massachusetts Financial 
Services, Inc., Massachusetts Financial Services 
Company (‘‘MFS’’) has joined (MFS together with the 
Funds are hereinafter referred to as ‘‘Applicants’’), for 
an order of the Commission (1) pursuant to Section 
11(a) of the Act permitting Applicants to offer shares of 
the Funds in exchange for shares of MFS Managed 
Municipal Bond Trust (‘‘Trust’’), registered under the 
Act as a diversified, open-end, management invest- 
ment company, on a basis other than their relative net 
assets values per share, and (2) pursuant to Section 6(c) 
of the Act exempting Applicants from the provisions of 
Section 22(d) of the Act in connection with such 
exchanges. All interested person are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 


Applicants state that MFS is the investment adviser 
and principal underwriter of each of the Funds and the 
Trust; that it maintains continuous public offerings of 
the shares of each; and that (1) shares of the Funds are 
offered to the public at their respective net asset values 
plus a sales charge which varies, in each case, from 
7.25 percent of the offering price on purchases less than 
$10,000, to 1.25 percent of the offering price on pur- 
chases greater than $4 million, and (2) shares of the 
Trust are offered to the public at net asset value plus a 
sales charge which varies from 4.75 percent of the 
offering price on purchases less than $10,000, to 1.5 
percent of the offering price on purchases greater than 
$1 million. 


According to the application, (1) shares of any of the 
Funds may be exchanged for shares of any of the other 
Funds or shares of the Trust on the basis of their 
relative net asset values per share at the time of 
exchange plus a transaction charge of $5.00, and (2) 
shares of the Trust acquired by means of any such 
exchange may be exchanged for shares of any of the 
Funds on the basis of relative net asset value per share 
at the time of exchange plus a transaction charge of 
$5.00. 


Applicants propose to offer shares of each of the Funds 
to shareholders of the Trust in exchange for shares of 
the Trust, acquired otherwise than by an exchange of 
shares of the Funds, on the basis of relative net asset 





values per share at the time of the exchange plus a 
sales charge equal to the amount by which the sales 
charge described in the then current prospectus of the 
Fund whose shares are being acquired exceeds the 
sales charge described in the then current prospectus of 
the Trust, taking into account the cumulative quantity 
discounts then applicable to the Fund and the Trust; 
provided, however, that in no event shall any overall 
reduction or increase in sales charges on shares of the 
Trust cause a shareholder to pay a greater or, 
respectively, a lesser sales charge differential on an 
exchange of Trust shares acquired prior to such 
reduction or increase than such shareholder would have 
paid had there not been any such reduction or increase. 
Applicants state that the sales charge differential will 
be paid to MFS as principal underwriter of each of the 
Funds. 


Applicants state that in the event a shareholder of the 
Trust desires to exchange only a portion of his shares of 
the Trust, those shares which may be exchanged on the 
basis of relative net asset values per share (plus the 
$5.00 transaction charge) will be exchanged before any 
shares which can only be exchanged upon payment of 
the sales charge differential, and that as among Trust 
shares which can only be exchanged upon payment of 
the sales charge differential, shares which can be 
exchanged at the lowest sales charge differential will be 
exchanged first. They also state that, due to the 
administrative costs involved in effecting exchanges 
among the Funds and the Trust involving small dollar 
amount, all exchanges must involve a minimum of 
$1,000 worth of shares or all of the shares in a share- 
holder’s account. 


Section 11 (a) of the Act provides, in part, that it shall be 
unlawful for any registered open-end investment 
company or any principal underwriter for such company 
to make or cause to be made an offer to the holder of a 
security of such company or of any other open-end 
investment company to exchange his security for a 
security in the same or another such company on any 
basis other than the relative net asset values of the 
respective securities to be exchanged, unless the terms 
of the offer have first been submitted to and approved 
by the Commission. 


Section 22(d) of the Act provides, in part, that no 
registered investment company or principal under- 
writer thereof shall sell any redeemable security issued 
by such company to any person except at a current 
public offering price described in the prospectus. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security or transaction, or any class 
or classes of persons, securities or transaction, from 
any provision or provisions of the Act or any rule or 
regulation thereunder if and to the extent that such 
exemption is necessary or appropriate in the public 


interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


Applicants state that based upon the current public 
offering prices of the Funds and the Trust, shares 
issued by one of the Funds pursuant to the proposed 
exchange offer would be issued at a price below the 
current public offering price described in such Fund’s 
prospectus. They further state that the purpose of the 
proposed exchange offer is to permit a shareholder of 
the Trust who changes his investment objective to 
change his investment to a different investment 
company without paying the full sales charge otherwise 
applicable. Applicants submit that the exchange offer 
to shareholders of the Trust would be unfair if made on 
the basis of the relative net asset values of the shares of 
the Trust and the shares of the Funds because share- 
holders of the Trust would have paid substantially 
lower sales charges on their investment than similarly 
situated shareholders of the Funds. Applicants further 
submit that if shares of the Funds could be acquired by 
a shareholder of the Trust at net asset value through an 
exchange, it is possible that the exchange would be in 
violation of Section 22(d) of the Act because an investor 
would, in effect, be able to purchase shares of one of 
the Funds at a current public offering price other than 
that described in its prospectus merely by purchasing 
shares of the Trust and subsequently exchanging those 
shares at net asset value for shares of one of the Funds. 


Applicants state that, but for the operation of 
cumulative quantity discounts, a shareholder who shifts 
his investment from the Trust to one of the Funds by 
means of the proposed exchange offer will have paid 
the same total sales charge that he would have paid had 
he made the same investment directly in the Fund. 
Although the operation of the cumulative quantity 
discounts may result in a Trust shareholder, who builds 
up his investment in the Trust by incremental pur- 
chases at two or more sales charge levels and then 
exchanges all his Trust shares for shares of one of the 
Funds, having paid a slightly lower total sales charge 
than he would have paid had he purchased his Fund 
shares directly in the same incremental amounts, 
Applicants submit that such a shareholder would not 
make incremental purchases of Trust shares in order to 
avail himself of the exchange offer because he could 
achieve greater savings in sales charges by making his 
total investment in the Fund in one lump sum. 
Applicants further submit that a shareholder who 
builds up his investment in the Trust over a period of 
time and then exchanges into one of the Funds would 
do so not to circumvent the applicable Fund sales 
charge, but, rather, because his investment objective 
has changed. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than August 12, 1977, at 5:30 
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p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact of law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued 
as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the. Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9861/July 21, 1977 


File #S7-710 (Comment period ends 9/4/77) 
DEREGISTRATION OF CERTAIN INVESTMENT 
COMPANIES AND QUARTERLY REPORTS OF 
MANAGEMENT INVESTMENT COMPANIES 


Form for Deregistration, and Reporting Requirements 


AGENCY: Securities and Exchange Commission. 


ACTION: 
and Forms. 


Proposed Adoption and Revision of Rules 


SUMMARY: The Commission today released for 
public comment proposed rules, a proposed form and a 
proposed amendment to a form, which would: (1) 
create a form to be used by certain investment 
companies registered under the Investment Company 
Act of 1940 (the ‘‘Act’’) in requesting orders of the 
Commission declaring that such companies have 
ceased to be investment companies as defined by the 
Act, and (2) require the quarterly reports of 
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management investment companies to contain 
specified information in the event that any such 
company was the surviving company of a merger into or 
consolidation with another registered investment 
company, so as to provide, among other things, a basis 
for a determination that the latter company has ceased 
to be an Investment company. These proposals 
represent another step in the Commission’s program to 
examine its regulation of investment companies and 
institute appropriate modifications where practicable. 
The Commission believes that such rules and forms 
would facilitate the deregistration under the Act of 
companies which have ceased to be _ investment 
companies as defined in the Act. 


DATE: Comments must be received on or before 
September 4, 1977. 


ADDRESS: Send comments in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549 (Refer to File 
No. S7-710). 


FOR FURTHER INFORMATION CONTACT: Anne 
Flannery, Esq., or Brenda Sneed, Esq., Division of 
Investment Management, Securities and Exchange 
Commission, Washington, D.C. 20549 (202-755-0225). 


SUPPLEMENTARY INFORMATION: 


The Securities and Exchange Commission has 
published for comment: 


(1) Proposed Form N-8F [17 CFR 274.218], a form to be 
used as an application for an order of the Commission 
pursuant to Section 8(f) [15 U.S.C. 80a-8(f)] of the Act 
[15 U.S.C. 80a-1 et seq.] deciaring that a registered 
company has ceased to be an investment company as 
defined in the Act, in cases where the applicant 
company: (a) has distributed substantially all of its 
assets to its shareholders, and has effected, or is in the 
process of effecting, a winding-up of its affairs; (b) has 
never made a public offering of its securities, has not 
more than one hundred securityholders for the 
purposes of Section 3(c)(i) of the Act [15 U.S.C. 
80a-3(c)(1)] and the rules thereunder, and does not 
propose to make a public offering or engage in business 
of any kind; or (c) has (i) sold substantially all of its 
assets to another registered investment company, or (ii) 
merged into or consolidated with another registered 
investment company. 


(2) Proposed Revision of Form N-1Q [17 CFR 274.106], 
the form for quarterly reports of registered 
management investment companies, to include in such 
form a requirement that such a company provide 
certain information where, during the applicable 
quarter, it became the surviving company after merger 
or consolidation with another registered investment 





company. Such Information is designed to provide, 
among other things, a basis upon which the 
Commission could determine that such other company 
had ceased to be an investment company. 


(3) Proposed Rule 8f-1, and proposed Form N-8F [17 
CFR 274.218], and a proposed amendment of Form 
N-1Q [17 CFR 274.106], to implement the foregoing 
proposals as forms prescribed for use under the Act and 
to incorporate such forms by reference into the Code of 
Federal Regulations. 


The purpose of these proposals is to provide the 
Commission with reasonably current information 
respecting certain mergers and consolidations 
involving registered investrnent companies, and to 
facilitate the procedures involved in determining that 
companies have ceased to be investment companies as 
defined by the Act. 


Section 8(f) of the Act provides, in part, that where the 
Commission, upon its own motion or upon application, 
finds that a registered investment company has ceased 
to be an investment company, it shall so declare by 
order and that, upon the taking effect of such order, the 
registration under the Act of such company shall cease 
to be in effect. The Commission believes that, through 
the use of proposed Form N-8F, certain applicants 
requesting orders pursuant to Section 8(f) of the Act 
may better be able to provide the specific information 
needed to process applications for deregistration. 
Although the use of proposed Form N-8F as an 
application will be limited to the situations described 
above, the Form might also be of assistance to other 
applicants as an indication of the nature of the informa- 
tion the Commission would consider to be significant 
with respect: to its consideration of applications 
pursuant to Section 8(f) of the Act. 


The Commission would encourage the use of proposed 
Form N-8F by registered investment companies which 
have merged into or consolidated with another 
registered investment company. However, where a 
registered investment company had ceased to exist 
because of merger or consolidation with another 
company, and the surviving company is itself a 
registered management investment company, the 
proposed revision of Form N-1Q is designed to provide 
the Commission with information concerning the 
merger or consolidation which would, should an 
application for deregistration not be filed on behalf of 
the non-surviving company, provide a basis for a 
Commission determination, on its own motion, that 
such company had ceased to be an_ investment 
company. 


Together, these proposed measures should enable the 
Commission to process the more routine applications 
pursuant to Section 8(f) of the Act in a more expeditious 


manner and should assist applicants in the preparation 
of such applications. 


In light of the above, the Commission has proposed to 
adopt or amend the following sections of Chapter II, 
Title 17 of the Code of Federal Regulations, under the 
Investment Company Act of 1940: 


A. §274.218 Form N-8F, for application by certain 
registered investment companies applying for orders 
pursuant to Section 8(f) of the Investment Company Act 
of 1940 declaring that such a company has ceased to be 
an investment company. 


This form shall be used as the application for an order 
of the Commission pursuant to Section 8(f) of the Act in 
cases where the applicant (a) has distributed sub- 
stantially all of its assets to its shareholders, and has 
effected, or is in the process of effecting, a winding-up 
of its affairs; (b) has never made a public offering of its 
securities, has not more than one hundred 


securityholders for the purposes of Section 3(c)(1) of the 
Act and the rules thereunder, and does not propose to 
make a public offering or engage in business of any 
king; or (c) has (1) sold substantially all of its assets to 
another registered investment company, or (2) merged 
into or consolidated with another registered investment 
company. [Text of proposed Form N-8f is attached.] 


B. §274.106 Form N-1Q, for quarterly report of 
registered management investment company. 


[This form is amended by: (1) renumbering current 
Item 12 as Item 13 to Form N-1Q; (2) adding new Item 
12 to Form N-1Q; and (3) adding new Instruction 7 to 
Item 13 of Form N-1Q.] 


The text of the proposed revision is as follows: 


* * * * * 


Item 12. Mergers. 


If, during the calendar quarter, registrant has acquired 
substantially all assets of, or securities issued by, a 
registered investment company through merger or 
consolidation, furnish the following information: 


(a) Give the name of such registered company so 
acquired. 


(b) State the circumstances and details of such merger 
or consolidation, including the date and terms thereof, 
and the corporate or legal proceedings related thereto. 
State any other facts relevant to a Commission 
consideration of whether such registered investment 
company has ceased to be an investment company. 


* * * * * 
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Item 13. Exhibits 


* * 


7. Coples of any merger or consolidation agreement, 
and other documents relevant to the information sought 
in Item 12, above. 


C. §270.8f-1 Form for application by certain 
registered Investment companies for orders that such 
companies have ceased to be investment companies as 
defined by the Act. 


Form N-8F is hereby prescribed as the form for 
application for an order pursuant to Section 8(f) of the 
Act where a registered investment company (a) has 
distributed substantially all of its assets to its share- 
holders and has effected, or is in the process of 
effecting, a winding-up of its affairs, or (b) has never 
made a public offering of its securities, has not more 
than 100 securityholders for the purposes of Section 
3(c)(1) of the Act and the rules thereunder, and does 
not propose to make a public offering or engage in 
business of any kind, or (c) has (1) sold substantially all 
of its assets to another registered investment company, 
or (2) merged into or consolidated with another 
registered investment company. 


STATUTORY BASIS 


Proposed Form N-8F [17 CFR 274.218] and proposed 
Rule 8f-1 would be promulgated pursuant to the pro- 
visions of Section 38(a) of the Act [15 U.S.C. 80a-37(a)]. 
The proposed revisions of Form N-1Q [17 CFR 274.106] 
would be promulgated pursuant to Sections 14(b), 30(b) 
and 38(a) of the Act. [15 U.S.C. 80a-14(b), 80a-29(b), 
80a-37 (a)]. 


All interested persons are invited to submit their 
written views and comments on the matters discussed 
above. These comments should be sent, in triplicate, to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C 20549, on or 
before September 4, 1977. Such communications 
should refer to File No. S7-710, and will be available for 
public inspection at the Commission’s Public Reference 
Room, Room 6101, 1100 L Street, N.W., Washington, 
D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


July 19, 1977 





SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 


FORM N-8F 


Application pursuant to Section 8(f) of the Investment Company Act 
of 1940 ("Act") and Rule 8f-1 thereunder for Order Declaring that 
Company Has Ceased to be an Investment Company. 


Name of Applicant: 


Address of Principal Executive Office: 


Zip Code) 


(No. & Street, City, State 


Classification of Applicant (face-amount certificate 
company, unit investment -trust, or management company): 
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Investment Adviser(s): 


Name: Address: 


Principal Underwriter(s): 


Name: Address: 


If Applicant is a management company, check appropriate box: 
Open-end: Closed-end: 


[i/ Diversified / ] Diversified 


[7 Non-Diversified [/ Non-Diversified 


If Applicant is a unit investment trust: 


Depositor: 


Name: Address: 


Trustee: 


Name: Address: 


Designate the basis upon which the application is being made: 


 € A. Applicant has never made a public offering of its securities, 
has not more than 100 securityholders for purposes of 
Section 3(c)(1) of the Act and the rules thereunder, and does 
not propose to make a public offering or engage in business 
of any kind ("Abandonment" or "Type A"). 


Applicant (1) has distributed substantially all of its assets 
to its securityholders and has effected, or is in the process 
of effecting, a winding-up of its affairs ("Liquidation" or 

"Type B"), and (2) is not a "Type C" company as defined below. 


Applicant has (1) sold substantially all of its assets or 
securities to another investment company; or (2) merged into 
or consolidated with another registered investment company 
("Merger" or "Type C"). 


This form shall serve as an application only for such companies 
as defined in Rule 8f-1 adopted under the Act /17 CFR 270.8f-1/. It 
shall be filed in the manner Gescribed in Rule 0-2(a) and (b) promulgated 


under the Act /17 CFR 270.0-2(a), (b)/. The filing of this application 
shall be accompanied by the authorizations described in Rule 0-2(c) 
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fil CFR 270.0-2(c)/, and by any applicable fees, in the manner and 
account prescribed by Rule 0-5 fi CFR 270.0-5/. 


Every amendment to this application shall be filed in accordance 
with the provisions of Rule 0-2 in its entirety. 


Any other registered investment company may use this form as a 
guide in the preparation of an application for an order pursuant to 
Section 8(f) of the Act. However, in such case, the provisions of 
Rule 0-2, in its entirety, shall apply. 


I. ALL APPLICANTS. The following items shall be completed by 
all Applicants: 





1. State the date Applicant registered under the Act, and the 
date any registration statement was filed by Applicant (ex- 


cluding amendments thereto) pursuant to Section 8(b) of 
the Act. 


Describe briefly any registration statements filed, with 
respect to securities issued by Applicant, pursuant to the 
Securities Act of 1933 (excluding post-effective amendments 
thereto), including the date(s) of filing, the amounts, 
titles and classes of securities covered by such registra- 
tion statements, and the date(s) on which (i) such statements 
became effective, and (ii) any initial public offering(s) 


commenced. 


State the present status of Applicant's legal existence 
under the state law pursuant to which it was created. 


State whether, within the last 18 months, Applicant has, 

for any reason, transferred any of its assets to a separate trust, 
the beneficiaries of which were or are securityholders of 
Applicant. If such an entity has been created, 

describe fully the circumstances of its creation and attach 

a copy of all instruments relating to its creation, including 

a description of any assets placed therein. 


Describe fully the method and amount of all distributions to 
securityholders of Applicant made in connection with the 
winding-up of Applicant's affairs pursuant to such company's 
dissolution, liquidation, or merger, including the date 

such event took place. 


Describe the value of ang nature of any assets retained by 
Applicant at the time of filing this form and the purposes 
for which such assets have been retained. State whether such 
assets have or will be invested in any securities. 


7. Describe briefly the nature of any debts, other than face- 
amount certificates if Applicant is a face~amount certificate 
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company, or other liabilities of Applicant which remain out- 
standing. 


State whether Applicant is party to any “litigation or 
administrative proceedings and, if so, describe the nature 
of such proceedings and the position taken by the Applicant 
therein. 


State the number of securityholders (if any) of Applicant 
at the time of filing of this application. 


State whether Applicant is now engaged,or proposes to engage, 
in any business activities other than those necessary for the 
winding-up of its affairs. If any activities other than 
wWinding-up are taking or will take place, describe the nature 
and extent of such activities. 


ll. State any other facts relevant to a consideration that Ap- 
plicant has ceased to be an investment company. 


ABANDONMENTS. The following item shall be completed by Applicants 
designated as Type A: 





12, State whether any sales were made by Applicant of securities 
of which it is the issuer. “Indicate the date(s) and amount(s) 
of such sales, and the consideration received therefor, 


LIQUIDATIONS OR MERGERS. The following items shall be completed 
by Applicants designated as Type B or Type C: 





13. State titles, classes and number of securities outstanding, 
and net asset value attributable to each such class (in 
aggregate and per share) as of the nearest date practicable 
preceding liquidation or merger. 

Describe the expenses incurred in- connection with the 
liquidation or merger and how such expenses were allocated 
and to whom. 


State the existence of any securityholders of Applicant to whom 
distributions in complete liquidation of their interests have not 
been made and describe briefly the plans, if any, for the dis- 
tribution to, or the preservation of the interests of, such 
securityholders. 


Describe briefly the disposition of portfolio securities and 

any other assets of the Applicant in connection with the liguida- 
tion or merger (other than distributions made to Applicant's secur- 
ityholders), the basis of the price received, and the means of sale 
and any brokerage commissions paid thereon. Attach a balance 

sheet for applicant, prepared in accordance with generally accepted 
accounting principles, as of a date within 90 days immediately 
preceding the liquidation or merger. 
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17. Uescribe briefly any legal action taken to effect the 
liquidation or merger, including: 


(a) any action taken by the Board of Directors or similar 


body authorizing or recommending such events, including 
the date any such action took place; 


(b) any securityholder authorization which was obtained in 
connection with such event, including any vote re- 
quired by law and the results of any such vote; 


(c) the distribution of any proxy material to securityholders 


regarding such events state whether such matcrial was 
filed with the Commission; 


(d) the filing of any application for an order of the Commission 
respecting such liquidation or merger, and the disposition 
thereof by the Commission; and 


(e) any action required by state law; state whether Applicant 
has filed, or intends to file, any article of merger, 
certificate of dissolution, or similar document pursuant 
to state law. 


MERGERS. The following items shall be completed by Applicants 
designated as Type C: 


18. State the name of the company which Applicant has merged 
into, sold substantially all its assets or securities to, 


or which resulted from the consolidation of Applicant and 
any other company. 


19. Briefly state the circumstances and details of such merger 
or consolidation, including the date and terms thereof. 


Attach copies of any and all documents described _in paragraphs 
17(c) and (da) above, and, in the case of a merger, a copy of the 
merger or reorganization agreement; any such comments which 


have previously been filed with the Commission may be incorporated 
herein by reference. 





(Name of Company) 





(Name) 





(Title) 
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VERIFICATION 





State of 





County of 





The undersigned being duly sworn deposes and says that he has 
duly executed this application, dated a 
for an order pursuant to Section 8(f) of the Investment Company Act 


of 1940 declaring that 








(Name of Company) 
has ceased to be an investment company, for and on behalf of such 
company; that he is the 





(Title of Officer) 


of 3; and that all action 
(Name of Company) 

by stockholders, directors, and other bodies necessary to authorize 

deponent to execute and file such instrument have been taken. Deponent 

further says that he is familiar with such instrument, and the contents 

thereof, and that the facts therein set forth are true to the best of 

his knowledge, information and belief. 








(Signature) 





(Type or print name beneath) 


Subscribed and sworn to before me, a 





(Title of Officer) 
this day of A eae 








[OFFICIAL SEAL/ 


My commission expires 





SEC DOCKET/1327 








INVESTMENT COMPANY ACT OF 1940 
Release No. 9862/ July 21, 1977 


see 


SECURITIES ACT OF 1933 
Release No. 5844/July 21, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9863/July 21, 1977 


In the Matter of 
COLONIAL OPTION INCOME FUND, INC. 


and 


COLONIAL MANAGEMENT ASSOCIATES, INC. 
75 Federal Street 
Boston, Massachusetts 02110 


(812-4117) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT AN 
OFFER OF EXCHANGE AND PURSUANT TO 
SECTION 6(c) FOR AN EXEMPTION FROM SECTION 
22(d) 


NOTICE IS HEREBY GIVEN that Colonial Option 
Income Fund, Inc. (‘‘Fund’’), an open-end, diversified, 
management investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), and Colonial 


Management Associates, Inc. (‘‘CMAI’’), the 
investment adviser to and the principal underwriter for 
the Fund (collectively ‘‘Applicants’’), filed an 
application on April 4, 1977, and an amendment thereto 
on July 5, 1977, for an order of the Commission (1) 
pursuant to Section 11(a) of the Act to permit the Fund 
to offer its shares in exchange for those shares of 
Standard & Poor’s/InterCapital Liquid Asset Fund, 
inc. (“‘S&P’’) which were originally acquired with pro- 
ceeds from the redemption of Fund shares and from 
additional S&P shares received through reinvestment 
of dividends and captial gains distributions, upon 
payment of a $5 exchange fee, and (2) pursuant to 
Section 6(c) of the Act, to exempt Applicants from 
Section 22(d) of the Act and rules thereunder to the 
extent necessary to permit the sale of Fund shares 
through such exchange offers without the customary 
sales charge. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 
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Applicants state that CMAI, as principal underwriter 
for the Fund, will maintain a continuous public offering 
of the shares of the Fund at net asset value plus a sales 
charge. Applicants state that shares of the Fund are 
sold with a maximum sales charge of 8.5% and that 
there is no sales charge imposed on the reinvestment of 
dividends and capital gains. 


S&P is an open-end investment company registered 
under the Act which invests primarily in short-term 
money market instruments, acts as its own distributor, 
and imposes no sales or administrative charge in 
connection with the sale of its shares. 


Applicants propose to permit certain S&P shareholders 
who were formerly owners of Fund shares to obtain 
shares of the Fund by exchanging those shares of S&P 
acquired (1) by investing directly the net proceeds from 
a redemption of shares of the Fund and held in the 
shareholder’s name at S&P in a Colonial Exchange 
Account, and (2) by the reinvestment of income 
dividends and captial gain distributions paid on all S&P 
shares held in such Colonial Exchange Account (here- 
inafter referred to as the ‘‘Exchange Privilege’’). The 
customary sales charge described in the propsectus of 
the Fund would not be imposed in connection with such 
exchanges. S&P shares acquired in any other manner 
would not qualify for the Exchange Privilege. Appli- 
cants state that the Fund imposes no charge on 
redemption of its shares, and that a shareholder of the 
Fund will be able to redeem his Fund shares and 
purchase shares of S&P (provided that his minimum 
initial investment in S&P shares is $1,000), without 
payment of any redemption or sales charges, other than 
a $5 service fee that will be charged by Bradford Trust 
Company of Boston (‘‘Bradford’’), the transfer and 
shareholder services agent for the Fund, for setting up 
the shareholder’s Colonial Exchange Account at S&P 
and for handling all exchanges made pursuant to the 
Exchange Privilege. Applicants represent that no other 
charge will be imposed by S&P or Applicants on the 
exchange of S&P shares for shares of the Fund. 
Applicants further state that a participant in a Colonial 
Exchange Account would be able to exercise his 
Exchange Privilege at any time by instructing S&P to 
redeem shares of S&P in his Colonial Exchange 
Account and apply the redemption proceeds to the 
acquisition of shares of the Fund. 


The Exchange Privilege will not be available with 
respect to the proceeds from a redemption of S&P 
shares which are paid directly to the investor. Fund and 
S&P have reserved the right to establish a limit on the 
number of exchanges pursuant to the Exchange Privi- 
lege which any investor may make within a certain 
period. The Exchange Privilege will be subject to 
termination by the Fund or S&P on not less than six 
months’ prior written notice to holders of the Fund’s 
Colonial Exchange Accounts. The Exchange Privilege 





will lapse for an investor if his account balance of 
shares of the Fund shows a zero balance for a period of 
three consecutive years. Applicants state that an 
investor maintaining a Colonial Exchange Account will 
receive the current prospectuses of both S&P and the 
Fund, provided he remains entitled to the Exchange 
Privilege. Applicants further state that the Exchange 
Privilege will not be available to investors in the 
Colonial Prototype Keogh Profit-Sharing Retirement 
Plan (with or without Insurance), the Colonial 
Corporate Prototype Profit-Sharing Plan or Pension 
Plan, or the Colonial Individual Retirement Account 
(collectively the ‘‘Colonial Retirement Plans’’) since the 
provisions of each of the Colonial Retirement Plans 
restrict eligible investments by the trustees of those 
Plans to shares of investment companies for which 
CMAI acts as principal underwriter or distributor. 
Applicants state that the unavailability of the Exchange 
Privilege to investors in the Colonial Retirement Plans 
will be disclosed in the Fund’s prospectus. 


Section 11 (a) of the Act provides, in part, that it shall be 
unlawful for any registered open-end company or any 
principal underwriter for such a company to make or 
cause to be made an offer to the holder of a security of 
such company or any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged, unless the terms of the offer have first 
been submitted to and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer thereof shall sell any redeemable security issued 
by such company to any person except at a current 
offering price described in the prospectus. 


Applicants assert that the Exchange Privilege is an 
integrated arrangement, exercisable only by an 
investor who initially acquires S&P shares by 
redeeming his shares of the Fund and applying the 
proceeds therefrom to the purchase of S&P shares. 
Applicants submit that an exercise of the Exchange 
Privilege may be deemed an exchange on a basis other 
than the relative net asset values of the shares since a 
$5 service charge would have been imposed on the 
intitial acquisition of S&P shares held in Colonial 
Exchange Accounts. Applicants represent that the $5 
service charge will defray the administrative costs 
involved in each exchange. 


Applicants state that the Exchange Privilege may also 
be deemed to violate Section 22(d) of the Act since an 
investor would be able to purchase shares of the Fund 
without the customary sales charge. Applicants state 
that because each investor eligible for the Exchange 
Privilege must have been initially an investor in the 
Fund and will continue to receive current prospectuses 


of the Fund while he holds a Colonial Exchange 
Account with S&P, no additional sales efforts will be 
incurred by CMAI in connection with the reacquisition 
of shares of the Fund, and that no sales charge should 
be imposed on the investor in connection with his reac- 
quisition of shares of the Fund. It is asserted that the 
Exchange Privilege will not enable any investor to avoid 
payment of the applicable sales charge on his original 
investment in shares of the Fund. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any class of 
transactions from any provisions of the Act or any rule 
thereunder, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 15, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Excharige Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


LARRY ANDERSON 
835 N. 5th Street 
Carlisle, lowa 50047 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings under the Investment Advisers 
Act, Larry Anderson, a former director of a registered 
investment adviser,' has submitted an offer of 
settlement, without admitting or denying the 
allegations in the order for proceedings, which the 
Commission has determined to accept. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that Larry Anderson willfully 
violated Section 10(b) of the Securities Exchange Act 
and Rule 10b-5 thereunder, and that it is in the public 
interest to impose the sanctions specified in the offer of 
settlement. 


Accordingly, IT IS ORDERED that: 

Larry Anderson be, and hereby is, barred from asso- 
ciation with any broker or dealer or investment adviser 
or investment company. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 601/July 21, 1977 


INVESTMENT ADVISER DISCLOSURE AND RE- 
CORDKEEPING REQUIREMENTS 


AGENCY: Securities and Exchange Commission. 
ACTION: Proposed Ruies. 


SUMMARY: The purpose of this document is to solicit 
public comments on proposed rules under the 
Investment Advisers Act of 1940 (‘‘Act’’) which would 
require registered investment advisers to furnish their 
clients and prospective clients with written disclosure 
statements containing certain specified information, 
and to maintain a copy of such written statements as 
part of their books and records. In the absence of such a 





1In the Matter of Larry Anderson instituted March 1. 
1977. 





requirement, clients and prospective clients of 
registered investment advisers may not receive certain 
information which would assist them in evaluating and 
comparing advisory firms. 


DATES: Comments must be received on or before 
September 30, 1977. 


ADDRESSES: Interested persons should submit their 
views and comments in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All submissions will be made available for 
public inspection at the Commission’s Public Reference 
Section, Room 6101, 1100 L Street N.W., Washington, 
D.C. 20005 and should refer to File No. S7-712. 


FOR FURTHER INFORMATION CONTACT: 


Michael Berenson, Esq. 

Office of the Chief Counsel 

Division of Investment Management 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 
(202-376-8056) 


SUPPLEMENTARY INFORMATION: 


On March 5, 1975, the Commission issued a notice 
(Investment Advisers Act Release No. 442) (40 FR 
11897, March 14, 1975) that it had under consideration 
the adoption of new Rule 206(4)-4 [17 CFR 275.206 (4)-4] 
(‘‘brochure rule’’) and new paragraph (14) of Rule 
204-2(a) [17 CFR 275.204-2(a)(14)] under the 
Investment Advisers Act of 1940 [15 U.S.C. 80b-1 et 
seq.] (‘‘Act’’). The Commission has considered the 
public comments received in response to that notice, 
has made certain modifications of the rules and now 
believes that it is appropriate to resolicit public 
comments on the brochure rule which is designed to 
ensure that investment advisers provide certain key 
information to clients and prospective clients to assist 
them in evaluating and comparing advisory firms. The 
proposed rule, which was originally published for 
comment as Rule 206(4)-4, has been reproposed 
pursuant to Section 204 [15 U.S.C. 80b-4] and Section 
206 [15 U.S.C. 80b-6] and is now designated Rule 204-4 
(17 CFR 275.204-4]. 


In general, the rule is similar to that proposed for 
comment; the significant differences are that the new 
rule would apply only to those advisers registered or 
required to be registered, that it would require a 
current balance sheet to be included in the disclosure 
and that advisers could satisfy the rule by delivering 
their Form ADV [17 CFR 279.1] (as amended) rather 
than a special disclosure statement. This latter change 
is being proposed in conjunction with proposed 


revisions of the Form ADV (Investment Advisers Act 
Release No. 602) intended to make that document more 
informative. It is primarily because of this change that 
the ‘‘brochure rule’’ is being reproposed for comment 
rather than adopted at this time. 


The Commission anticipates that the written 
statements required by the rule may be used by 
investment advisers as part of their advertising. In fact, 
the disclosure statements are ‘‘advertisements’’ as that 
term is used in Rule 206(4)-1 [17 CFR 275.206(4)-1] 
under the Act and therefore are subject to the 
provisions of that ruie. The rule, as reproposed, does 
not contain a general antifraud provision of the type in 
the original rule since it appears to be unnecessary to 
prohibit in the rule conduct which is already proscribed 
by Rule 206(4)-1. The rule is intended to set forth those 
disclosures which all written statements must include. 
Of course, there will be many cases where special 
disclosure is required by the antifraud rules, depending 
on the facts. Compliance with the brochure rule would 
not necessarily be compliance with the antifraud 
provisions. 


In addition, investment advisers are encouraged to 
include any additional information which they believe 
will assist clients and prospective clients in understand- 
ing and evaluating the material contained in the written 
statement. For example, an investment adviser might 
wish to supplement the maximum accounts per account 
manager information required by paragraph (e)(2)/(ii) of 
Rule 204-4 to indicate, among other things, the amount 
of computerization in the advisory process or the role 
individuals other than account managers play in the 
process. However, if such supplementary information 
becomes materially inaccurate, Section 206 and Rule 
206(4)-1 thereunder would prohibit the investment 
adviser from continuing to distribute a brochure 
containing such information. Moreover, the investment 
adviser may have an obligation under Section 206 to 
bring such material inaccuracies to the attention of 
those clients who received a brochure containing such 
inaccuracies. 


General Provisions of the Rule 


Paragraph (a) of Rule 204-4 sets forth the general re- 
quirement that an investment adviser registered under 
the Act or required to be registered must furnish each 
of its clients and prospective clients with a disclosure 
statement complying with the rule, unless it is entitled 
to one of the exemptions in paragraph (g) of the rule. 
Paragraph (a) also states that an investment adviser, in 
lieu of a specially prepared written statement, may 
deliver a copy of the Act’s registration form, Form 
ADV, which complies with Rule 204-1(b) [17 CFR 
275.204-1(b)] under the Act. Allowing investment 
advisers to use their Form ADV as their disclosure 
statement should afford investment advisers an 
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opportunity to reduce significantly the cost of 
complying with the rule. Investment advisers would be 
able to duplicate and distribute an existing document 
rather than being required to prepare a disclosure 
statement specifically designed to meet the rule’s 
requirements. Since the Commission’s proposed 
revisions of Form ADV will expand the scope of Form 
ADV so that it will include all the information which 
would be required by the rule, clients and prospective 
clients of investment advisers who elect to furnish a 
copy of their Form ADV should have the same 
information at their disposal as clients and prospective 
clients of investment advisers who prepare a separate 
document specifically written to comply with the rule. 
The Commission is particularly interested in public 
comments on the advisability of permitting investment 
advisers to use their Form ADV as their written 
disclosure statement. 


Time of Delivery Requirements 


Paragraph (b) of the rule requires that investment 
advisers furnish a written disclosure statement to every 
client and prospective client not less than 48 hours prior 
to entering into any investment advisory contract with 
such person. The 48 period is designed to afford clients 
and prospective clients an opportunity to consider care- 
fully the disclosures contained in the written 
statements. The requirement of the rule as first 
proposed that disclosure statements be furnished each 
time an investment adivsory contract is extended. or 
renewed has been eliminated; this should be unneces- 
sary in light of the new requirement to notify clients or 
prospective clients of material changes in the statement 
delivered. 


In order to provide full disclosure to existing clients at 
the time the rule becomes effective, paragraph (b) 
would require all investment advisers to furnish a 
written statement to all clients with whom an 
investment advisory contract is in effect on the effective 
date of the rule. 


Paragraph (b)(2) of the rule provides investment 
advisers with an exemption from the 48 hour prior 
delivery requirement under certain conditions. This 
exemption, which does not apply to contracts for 
investment supervisory services or account manage- 
ment services, is designed for those investment 
advisers who provide periodic publications or reports 
on a subscription basis. The 48 hour prior delivery re- 
quirement would unnecessarily disrupt the normal 
marketing procedure for such services. Thus, the 
adviser may furnish written statements to clients 
purchasing such services not later than 30 days after 
the client has entered into the investment advisory 
contract, provided that the client is able to rescind the 
advisory contract without penalty within five business 
days after the client has received the written statement. 
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The investment advisory contract which triggers the 
requirement to furnish a written disclosure statemen* 
need not be formal or in writing. Any arrangement o 
understanding pursuant to which investment advice is 
to be furnished for compensation by an investment 
adviser to a client would require compliance with the 
rule unless an exemption is available. However, the 
rule would not apply where investment advice is 
furnished under circumstances in which an adviser has 
no contractual relationship of any kind with the 
recipients of the advice, such as an author of a book or 
an adviser appearing on radio or television. 


Amended or Revised Statements 


The Commission received a number of comments on 
what procedures the rule should require if information 
specified by the rule becomes materially false or 
misleading, or if the written statement omits any 
material information required by the rule. Paragraph 
(c) of the proposed rule provides that if any client has 
received a written statement and any information 
therein becomes materially inaccurate or incomplete, 
the adviser must furnish correcting information in 
writing to such individuals within specified time limits. 
With respect to existing clients, the adviser must 
furnish any necessary correcting information within 45 
days of the date on which the earlier statement 
becomes deficient unless the client’s advisory contract 
is due for extension or renewal during the 45 dav 
period. In that case, such client must be treated a 
though he were a client entering an initial investment 
advisory contract. Stickers may be used as a means of 
updating disclosure statements. Alternatively, some in- 
vestment advisers may wish to furnish their written 
statements in looseleaf form so that they can amend 
their disclosures by furnishing new pages to replace old 
ones. 


Contents of the Written Disclosure Statement 


Paragraph (d) of the rule sets forth those items of dis- 
closure which must be covered in every written 
disclosure statement required by the rule. Generally, 
these disclosures fall into the following categories: ser- 
vices offered; advisory procedures and practices; quali- 
fications of personnel; advisory fees; and affiliations 
with broker-dealers. As a general guideline, the dis- 
closures in paragraph (d) should relate only to the in- 
vestment adviser’s usual practice in the area being de- 
scribed unless otherwise indicated. However, any 
exceptions of a material nature relating to a particular 
client or transaction would, of course, have to be 
separately disclosed to the affected persons pursuant to 
the antifraud provisions in Section 206 of the Act. 


There are two areas of disclosure that were not included 
in the rule as originally proposed. Paragraph (d)(10° 
parallels question 24 of Form ADV and requests in- 





formation concerning the investment adviser’s policy 
. with respect to securities transactions with clients or in 
, securities recommended to clients. Although some of 
- this information will be specifically disclosed to clients 
pursuant to Section 206(3) [15 U.S.C 80b-6(c)] of the 
Act and the rules thereunder, general disclosure of the 
advisers’ intentions and usual practices in this area 
should be of interest to prospective clients. 


Paragraph (d)(11) requires the adviser to include a 
current balance sheet in its disclosure statement. The 
Commission believes that clients and prospective 
clients should be give the opportunity to assess the 
extent to which an investment adviser has the financial 
capability to perform the services which it undertakes 
to provide. Such disclosure is particularly significant 
when an adviser is in precarious financial condition. 
Such a situation may present material risks that clients’ 
prepaid fees may be lost or that their investment pro- 
grams may be disrupted in the event of the adviser’s 
insolvency or inability to continue its business. Thus, in 
several recent cases, the Commission has found it 
necessary to take enforcement action based on the anti- 
fraud provisions in Section 206 of the Act when advisers 
solicited clients while their financial condition was 
impaired without disclosing that there was a material 
risk that they might be unable to meet their contractual 
commitments. It is expected that requiring certain 
minimal financial disclosures to be included in the 
, written disclosure statements required by Rule 204-4 
will enable clients and prospective clients to make an 
informed evaluation of an adviser’s financial condition 
before entering into an advisory contract. 


The Commission recognizes that there are many types 
of investment advisers and that one form of balance 
sheet for all may be too limiting. Thus, comment is 


specifically requested on the question of which 
accounts should be reflected in the balance sheet 
required by the proposed rule. In addition, there are 
several other related questions on which the 
Commission particularly wishes to receive public 
comments: 


1. Would it be appropriate to exempt certain classes 
of investment advisers from the balance sheet 
requirement and, if so, which classes should be 
exempted? 


2a. Should the rule require audited balance sheets 
from either all investment advisers or certain classes of 
investment advisers, e.g., those who provide account 
management services or those with more than a 
specified amount of assets under management? 


2b. If audited balance sheets are not required, should 
those investment advisers who otherwise have audited 
balance sheets prepared be required to use such 
audited balance sheets? 


3. If audited balance sheets are not required, should 
investment advisers be required to prepare their 
balance sheets in accordance with generally accepted 
accounting principles? If yes, what difficulties, if any, 
would arise because of the different accounting 
principles and practices applicable to the preparation of 
balance sheets by investment advisers who operate in 
corporate form, as partnerships and as sole proprietor- 
ships? 


4. What additional costs will be imposed on invest- 
ment advisers as a result of this proposed requirement? 
Will investment advisers be required to maintain any 
records in addition to those already required by Rule 
204-2 [17 CFR 275.204-2] under the Act in order to 
comply with this proposed requirement? 


5. Should investment advisers be required to present 
any other financial statements in addition to a balance 
sheet, e.g., an income statement or a statement of 
changes in financial position? 


The proposal would require that the balance sheet be 
current as of a date not more than fifteen months prior 
to its distribution. Of course, if the adviser’s financial 
condition changes materially after the balance sheet is 
prepared, the adviser would be subject to the 
provisions of paragraph (c) of Rule 204-4 which deals 
with ‘‘Amended or Revised Statements.”’ 


The remaining disclosures required by proposed para- 
graph (d) are similar in most respects to those earlier 
proposed for comment. Some changes have been made 
in response to comments, however. For example, 
paragraph (d)(6) as proposed would have required 
education and business background disclosures for 
each of the adviser’s personnel who makes final 
decisions on which securities are recommended or to 
which clients particular recommendations will be given. 
In response to comments, the Commission has limited 
the scope of paragraph (d)(6) to the members of the 
adviser’s investment committee or similar body. The 
Commission is seeking education and business 
background disclosures for those individuals who 
determine a firm’s overall investment philosophy, its 
attitude at any given time towards the securities 
markets in general and towards specific securities, and 
its general policy on how adivsory accounts with 
particular objectives should be invested. Also in 
response to certain comments, the Commission has 
deleted certain of the numerical disclosures which 
would have been required by the rule .as proposed, in- 
cluding the length of time the adviser has been in 
business and the number of advisory personnel in the 
adviser’s organization. 


Some commentators expressed confusion at the 
meaning of the term ‘‘investment techniques’’ which 
was in paragraph (b)(4) of the original rule and is in 
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paragraph (d)(4) of the new proposal. A description of 
‘investment techniques’’ would include general 
descriptions of the ways of investing in the securities 
markets investment advisers use for their clients; 
whether, for example, they write call options against 
securities in accounts they are managing, engage in 
margin transactions or other leveraging techniques, 
arbitrage or effect other transactions involving sales of 
borrowed securities, or limit their advice to cash 
transactions involving the purchase and sale of 
securities. However, the Commission is not seeking a 
description of any method which might be considered a 
proprietary secret. 


Paragraph (e) of the proposed rule requires additional 
disclosures in the written statements furnished by 
investment advisers who provide either discretionary or 
nondiscretionary account management services. These 
requirements relate, generally, to information concern- 
ing procedures for the management of clients’ 
securities accounts. Paragraph (e)(1) has been 
expanded to require a description of any conditions the 
adviser imposes to maintain as well as to establish an 
investment advisory account. 


Paragraphs (e)(3) and (e)(4) seek specific information 
concerning the factors the investment adviser considers 
when choosing a broker or dealer to execute a client 
transaction or making a securities selection for a client. 
An answer to paragraph (e)(3) might indicate, for 
example, that the investment adviser considers com- 
mission costs, execution capabilities, research 
materials provided, client referrals or various other 
factors in selecting a broker or dealer to execute a 
transaction. In response to paragraph (e)(4), the factors 
might include, among others, the client’s age, income, 
marital status and family obligations, retirement plans, 
tax bracket, other investments and insurance. 


Omission of Inapplicable Information 


Paragraph (f) of the proposed rule permits in invest- 
ment adviser to omit from its disclosure statement the 
information required by paragraphs (4) through (8) of 
paragraph (d), or by paragraph (e), if such information 
is inapplicable to the service being offered. However, 
the rule is structured so that the investment adviser 
would be required in all cases to include certain basic 
information about his organization. Moreover, if the 
client or prospective client subsequently decides to re- 
ceive a service which was not covered by the original 
disclosure statement, the adviser would be required to 
deliver the previously omitted information within the 
time limits set by paragraph (b). 


Exemptions from the Rule 


Paragraph (g) sets forth two categories of investment 
advisory contracts which can be entered into without 
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furnishing a disclosure statement. The first is a contract 
with an investment company registered under the In:* 
vestment Company Act of 1940 [15 U.S.C. 80a-1 er 
seq.] which meets the requirements of Section 15(c) of 
that Act [15 U.S.C. 80a-15(c)]. Since the board of 
directors of an investment company is required to 
receive extensive disclosures from the fund’s adviser 
pursuant to Section 15(c), subjecting the contract 
between the investment adviser and the investment 
company to the requirements of the rule would appear 
to be unnecessarily duplicative. The second exemption 
is for one-time trial subscriptions to periodic 
publications which last for no more than three months 
and cost no more than $50. 


Paragraph (h) of the rule makes it clear that the rule is 
not intended to relieve investment advisers of any other 
disclosure obligations they may have pursuant to the 
Act, the other federal securities laws, or applicable 
state law. 


Proposed Rule 204-2(a)(14) 


Proposed Rule 204-2(a)(14), which is identical to the 
paragraph as proposed originally, would require that a 
copy of each disclosure statement and amendment that 
is given to any client or prospective client be kept as 
part of the adviser’s records, and that records be made 
of when such statements were used. 

7 

Authority 


Rule 204-4 and paragraph (14) of Rule 204-2(a) would 
be adopted pursuant to the authority contained in 
Sections 204, 206(4), and 211(a) of the Act [15 U.S.C. 
80b-4, 80b-6(4) and 80b-11 (a)]. 


1. It is proposed to amend Part 275 of Chapter II of 
Title 17 of the Code of Federal Registrations by adding 
new § 275.204-4 as follows: 


§275.204-4. Written disclosure statements. 


(a) General Requirement. Unless an exemption is 
available pursuant to paragraph (g) of this section, an 
investment adviser registered or required to be 
registered pursuant to Section 203 of the Act shall, in 
accordance with the provisions of this section, furnish 
each client and prospective client with a written disclo- 
sure statement which may be either in the form of a 
written document containing at least the information 
required by paragraphs (d) and (e) of this section or a 
copy of its Form ADV which complies with 
§275.204-1(b) under the Act. 


(b) Time of Delivery. (1) An investment adviser 
shall furnish the statement required by this section to a 
prospective client not less than 48 hours prior to 
entering into any written or oral investment advisory 





contract with such prospective client, except that an 
‘nvestment adviser shall furnish such statement on or 
before the effective date of this rule to every client with 
whom an investment advisory contract is in effect on 
such date. 


(2) Notwithstanding paragraph (1) of this section, in 
the case of contracts with clients relating solely to in- 
vestment advisory services other than investment 
supervisory services (as defined in Section 202(a)(13) of 
the Act [15 U.S.C. 80b-2(a)(13)]) or the management of 
investment advisory accounts for clients under circum- 
stances not involving investment supervisory services, 
the investment adviser may furnish the statement to 
such client not later than 30 days after entering into 
such contract if the contract provides that it may be 
rescinded without penalty within five business days 
after the client has received the statement. 


(3) For purposes of this paragraph, the term 
‘fentering into’’ in reference to an investment advisory 
contract shall not include an extension or renewal of 
any such contract which is in effect immediately prior to 
such extension or renewal. 


(c) Amended or Revised Statements. If any client, 
or any prospective client who becomes a client, has 
received a statement and any information therein 
thereafter becomes materially inaccurate or incom- 
plete, the investment adviser shall furnish to each such 
person, through an amended or revised statement or 
other written communication, such information as is 
necessary to correct any such deficiency. Such 
information shall be furnished at the following 
times: (1) with respect to an existing client, within 
45 days of the date on which the event occurs or, if an 
investment advisory contract with such client is 
extended or renewed within such 45-day period, at the 
applicable time set forth in paragraph (b) of this section 
as though such extension or renewal constituted enter- 
ing into an investment advisory contract; and (2) with: 
respect to a prospective client, at the applicable time 
set forth in paragraph (b) of this section. 


(d) Contents of Written Statements. The statement 
required by this rule shall disclose the following: 


(1) The type or types of services which the investment 
adviser generally offers to clients, including, but not 
limited to, investment supervisory services, the 
management of securities accounts for clients under 
circumstances not involving investment supervisory 
services, or the issuance, on a subscription basis, of 
periodic publications relating to securities. 


(2) The type or types of clients for which the 
investment adviser generally provides investment 
advice, including, but not limited to, individuals or 
specified classes of individuals, investment companies, 


pension and profit-sharing plans and banks; 


(3) The types of securities concerning which the’ 
investment adviser generally provides investment 
advice; 


(4) A general description of (i) the sources of 
information, including reference materials, used by the 
investment adviser as the basis for investment advice 
rendered to clients, (ii) the general method or methods 
of securities analysis employed by the investment 
adviser to analyze or evaluate such information, and 
(iii) the investment techniques for investing in the 
securities markets recommended or used to implement 
any investment advice rendered to clients; 


(5) The general standards of education and business 
background which the investment adviser requires of 
persons associated with the investment adviser (other 
than persons whose functions are soley clerical or 
ministerial) whose functions or duties relate to provid- 
ing investment advice to clients; 


(6)(i) The formal education after high school and 
business background for the preceding ten years of 
each member of the investment adviser’s investment 
committee or similar group, if any, which determines or 
approves what investment advice shall generally be 
rendered by the investment adviser to any client, or to 
which clients such investment advice shall be rendered, 
or (ii) in the absence of an investment committe or 
similar committee, the formal education after high 
school and business background for the past ten years 
of each person associated with the investment adviser 
who determines or approves what investment advice 
shall be rendered by the investment adviser to any 
client, or to which clients such investment advice shall 
be rendered; 


(7)(i) The basis or bases of fees charged for the 
services which the investment adviser provides and 
when such fees are payable, and (ii) if such fees are 
payable prior to the rendering of the services relating 
thereto, a statement as to whether, to what extent and 
under what conditions such fees will be refunded to 
clients; 


(8) The procedures and conditions, if any, pursuant to 
which the investment adviser or any client of the invest- 
ment adviser may terminate an investment advisory 
contract prior to the termination date set forth in the 
contract; and 


(9)(i) That the investment adviser is a broker or 
dealer, if such is the case, or (ii) if he is affiliated with 
any broker or dealer, the nature of such affiliation, and 
the business relationship, if any, between such broker 
or dealer and the investment adviser. 
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NOTE: Pursuant to Section 202(a)(12) of the Act [15 
U.S.C. 80b-2(a)(12)], the term ‘‘affiliated person’’ has 
the same meaning as in Section 2(a)(3) of the Invest- 
ment Company Act of 1940 [15 U.S.C. 80a-2(a)(3)]. 


(10)(i) If any of the following is applicable, that the 
investment adviser as principal sells securities to or 
buys securities from any client; effects securities 
transactions as broker or agent for any client; as broker 
or agent for any person other than a client sells securi- 
ties to or buys securities from clients; recommends to 
clients the purchase of sale of securities in which the 
investment adviser has a position or interest; and/or 
imposes any restrictions upon itself or any person as- 
sociated with it when effecting transactions for its or 
their account in securities recommended to clients, and 
(ii) the nature of such practices or restrictions. 


(11) A balance sheet, current as of a date not more 
than fifteen months prior to its distribution. 


(e) Additional Disclosures for Certain Advisers. If 
the investment adviser provides investment super- 
visory services (as defined in Section 202(a)(13) of the 
Act) or manages investment advisory accounts for 
clients under circumstances not involving investment 
supervisory services, the statement required by this 
rule shall include the following information in addition 
to that required by paragraph (d) of this rule: 


(1) The minimum dollar amount of assets and any 
other conditions generally required by the investment 
adviser to establish and maintain an investment 
advisory account; 


(2)(i) Whether and to what extent the investment 
adviser may have discretionary authority to purchase or 
sell securities for the accounts of clients without obtain- 
ing the consents of the client before such transactions 
are effected; and (ii) the maximum number of invest- 
ment advisory accounts with respect to which any one 
individual associated with the investment adviser may 
act as portfolio or account manager; 


(3) Whether and to what extent the investment 
adviser may have discretionary authority to select 
brokers or dealers to execute transactions in securities 
for its clients or for the accounts of its clients, and, if so, 
the specific factors considered in making such 
selections; 


(4) The specific factors relating to the circumstances 
of any client which the investment adviser considers in 
making recommendations to, or effecting transactions 
for, such client; and 


(5)(i) A description of the adviser’s organizational 
structure, including a brief description of the role of 
each principal department in the organization in the 
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usual process of arriving at investment decisions or rec- 
commendations for clients, (ii) a brief general, 
description of the process pursuant to which the invest- 
ment adviser reviews each investment advisory 
account, including, but not limited to, the type of 
personnel performing the review, factors which trigger 
reviews, the sequence in which accounts are reviewed 
and the matters reviewed, and (iii) the frequency and 
nature of any reports furnished to clients concerning 
their investment advisory accounts. 


(f) Omission of Inapplicable Information. If an 
investment adviser renders substantially different 
types of investment advisory services to its clients, any 
information required by paragraphs (4) through (8) of 
paragraph (d) or by paragraph (e) may be omitted from 
the statement furnished to a client or prospective client 
if such information is applicable only to a type of 
investment advisory service which is not rendered or 
proposed to be rendered to that client or prospective 
client; provided, however, that no contract shall be 
entered into which relates to any type of investment 
advisory service as to which information has been 
omitted pursuant to this paragraph unless such 
information is furnished in writing to the client or 
prospective client at the applicable time set forth in 
paragraph (b) of this section. 


(g) Exemptions. Thestatement required by this rule 
need not be furnished in connection with entering into 
the following investment advisory contracts: 


(1) acontract with an investment company registered 
under the Investment Company Act of 1940 which 
meets the requirements of Section 15(c) of that Act; or 


(2) a contract for a one-time trial subscription to a 
periodic publication for a period of not more than three 
months at a total cost to the subscriber of not more than 
$50. 


(h) Other Disclosures. Nothing in this rule shall 
relieve any investment adviser from any obligation pur- 
suant to any provision of the Act or the rules and 
regulations thereunder or other federal or state law to 
disclose any information to its clients or prospective 
clients not specifically required by this rule. 


ll. It is proposed to amend Part 275 of Chapter II of 
Title 17 of the Code of Federal Regulations by adding 
new paragraph (14) to § 275.204-2(a) as follows: 


§275.204.2. Books and records to be maintained by 
investment advisers. 


(a) Every investment adviser who makes use of the 
mails or of any means or instrumentality of interstate 
commerce in connection with his or its business as an 
investment adviser (other than one specifically 





exempted from registration pursuant to Section 203(b) 
)f the Act) shall make and keep true, accurate and 
current the following books and records relating to his 
investment advisory business: 


* * * 


(14) A copy of each written statement and each 
amendment or revision thereof, given or sent to any 
client or prospective client of such investment adviser 
in accordance with the provisions of Rule 204-4 under 
the Act, and a record of the first and last dates that each 
written statement, and each amendment or revision 
thereof, was given to any client or prospective client. 


Public Comment 


Persons wishing to make written comments should file 
three copies thereof with George A. Fitzsimmons, 
Secretary of the Commission, Room 892, 500 North 
Capitol Street, Washington, D.C. 20549, not later than 
September 30, 1977. In filing such submissions, 
commentators should make reference to Commission 
File No. S7-712. Copies of all submissions will be made 
available in the Commission’s Public Reference 
Section, Room 6101, 1100 L Street, N.W., Washington, 
D.C. 20005. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 602/July 21, 1977 


APPLICATIONS FOR REGISTRATION AND ANNUAL 
FILINGS 


AGENCY: Securities and Exchange Commission. 
ACTION: Proposed Rules and Forms. 


SUMMARY: The purpose of this document is to 
solicit public comments on (1) proposed revisions of the 
form used by applicants for registration under the 
Investment Advisers Act of 1940 (‘‘Act’’), which would 
expand the information currently required by the form, 
reflect certain statutory changes, and correct certain 
ambiguities; and (2) a proposed new form which would 
be used for a proposed annual filing with the Commis- 
sion by registered investment advisers. These changes 
in the forms registered investment advisers file with 
the Commission are prompted by the Commission’s 
interest in improving the efficiency of its program of 
investment adviser regulation. 


In addition, this document solicits public comments on 
proposed revisions of a rule under the Act which 
prescribes when a registered investment adviser must 
file amendments to its registration form and when the 
proposed new form would be filed. 


DATES: Comments must be received on or before 
September 30, 1977. 


ADDRESSES: Interested persons should submit their 
views and comments in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All submissions will be made available for 
public inspection at the Commission’s Public Reference 
Section, Room 6101, 1100 L Street N.W., Washington, 
D.C. 20005 and should refer to File No. S7-712. 


FOR FURTHER INFORMATION CONTACT: 


Michael Berenson, Esq. 

Office of the Chief Counsel 

Division of Investment Management 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549. 
(202-376-8056) 


SUPPLEMENTARY INFORMATION: 


The Commission is proposing to amend its Form ADV 
[17 CFR 279.1], the registration form under the 
Investment Advisers Act of 1940 [15 U.S.C. 80b-1 et 
seq.] (‘‘Act’’) for investment advisers. At the same 
time, the Commission is proposing Form ADV-S [17 
CFR 279.3] which would require registered investment 
advisers to make an annual filing which would provide 
certain information on a current basis. 


Revisions of Form ADV 


The principal reasons for the proposed revisions of 
Form ADV are (1) to request additional information 
authorized by the Securities Acts Amendments of 1975 
(‘'1975 Amendments’’), (2) to add a new Schedule G to 
Form ADV so that it can be used as a uniform 
investment adviser registration form by the Commis- 
sion and those states which require investment advisers 
to register, (3) to seek additional information about 
registered advisers and the basic characteristics of the 
investment advisory industry, and (4) to correct certain 
In addition, integrating the disclosure requiremenis of 
the Form ADV and the proposed ‘‘brochure’”’ rule (pro- 
posed Rule 204-4 [17 CFR 275.204-4], Advisers Act 
Release No. 601) should allow the Commission to obtain 
additional information without significant additional 
burden on the adviser. 
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The 1975 Amendments amended Section 203(e) [15 
U.S.C. 80b-3(e)] of the Act to expand the enumerated 
grounds which can serve as the basis for a denial of an 
application for registration or the revocation of the 
registration of an investment adviser. Therefore, 
revised Form ADV contains questions pertaining to 
such grounds. To assist with the Commission’s regula- 
tory program in general, the form also includes a new 
question covering disciplinary actions taken by any 
self-regulatory organization. 


The 1975 Amendments also added a new Section 
203(c)(1)(D) [15 U.S.C. 80b-3(c)(1)(D)] which permits 
the Commission to require in Form ADV ‘‘a balance 
sheet certified by an independent public accountant 
and other financial statements (which shall, as the 
Commission specifies, be certified) ....’’ The 
Commission is partially exercising this authority by 
adding question 12 to Form ADV. This question, which 
parallels paragraph (d)(11) of proposed Rule 204-4, 
requests a balance sheet current as of the end of the 
investment adviser’s most recent fiscal year. 


The Commission recognizes that there are many types 
of investment advisers and that one form of balance 
sheet for all may be too limiting. Thus, comment is 
specifically requested on the question of which 
accounts should be reflected in the balance sheet 
required by the proposed rule. In addition, there are 
several other related questions on which the 


Commission particularly wishes to receive public 
comments: 


1. Would it be appropriate to exempt certain classes 
of investment advisers from the balance sheet 
requirement and, if so, which classes should be 
exempted? 


2a. Should the rule require audited balance sheets 
from either all investment advisers or certain classes of 
investment advisers, e.g., those who provide account 
management services or those with more than a 
specified amount of assets under management? 


2b. If audited balance sheets are not required, should 
those investment advisers who otherwise have audited 
balance sheets prepared be required to use such 
audited balance sheets? 


3. If audited balance sheets are not required, should 
investment advisers be required to prepare their 
balance sheets in accordance with generally accepted 
accounting principles? If yes, what difficulties, if any, 
would arise because of the different accounting 
principles and practices applicable to the preparation of 
balance sheets by investment advisers who operate in 
corporate form, as partnerships and as sole 
proprietorships? 
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4. What additional costs will be imposed on 
investment advisers as a result of this proposed 
requirement? Will investment advisers be required to 
maintain any records in addition to those already 
required by Rule 204-2 [17 CFR 275.204-2] under the 
Act in order to comply with this proposed requirement? 


5. Should investment advisers be required to present 
any other financial statements in addition to a balance 
sheet, e.g., an income statement or a statement of 
changes in financial position? 


Question 12 also refers to the requirement in Rule 
204-1(b) under the Act, as proposed for revision, that a 
registrant submit a new balance sheet not later than 90 
days after the end of each succeeding fiscal year after 
the fiscal year covered in the balance sheet furnished 
with its Form ADV. 


Notwithstanding the fact that the Act does not impose 
any specific financial responsibility standards on 
registered investment advisers, the Commission 
believes that the financial condition of the adviser may 
be relevant to clients and prospective clients. In 
addition, the Commission believes that having this 
financial information available will enable it to develop 
more meaningful regulatory policies relating to 
advisers. 


The Commission is also proposing to modify Schedules 
A-E of Form ADV and Form BD [17 CFR 249.501], the 
registration form under the Securities Exchange Act of 
1934 [15 U.S.C. 78a-1 et seq.] for brokers and dealers, 
so that the two sets of schedules are identical. This will 
enable registered broker-dealers who are also 
registered as investment adivsers and prospective dual 
registrants to file these schedules without as much 
administrative burden since they will be able to prepare 
one set and make a duplicate, marking each to indicate 
whether it relates to Form ADV or Form BD, rather 
than being required to prepare two sets of originals. 


Questions 19-28 of Form ADV, in part, are new 
questions and Schedule D of Form ADV has been 
modified. These changes incorporate in Form ADV 
substantive information required by proposed Rule 
204-4 which is not already included in Form ADV. 
Having this information filed with the Commission 
would lessen the need for Commission review of the 
brochures required by proposed Rule 204-4 and would 
also enable the Commission to make determinations 
about industry-wide policy and the need for 
examination of individual advisers. 


The staff of the Commission and representatives of the 
North American Securities Administrators Association 
have informally discussed the need for and feasibility of 
adopting a uniform investment adviser registratior 





form and have concluded that adopting such a form 
would significantly reduce the burdens and expense 
imposed on an investment adviser required to register 
with the Commission as well as the various states in 
which it does business. Accordingly, the Commission is 
proposing a new schedule for Form ADV, Schedule G, 
which seeks information required by the states beyond 
the information which will already be contained in Form 
ADV. The individual states will prepare, as necessary, 
a separate instruction sheet for Schedule G detailing 
the particular information the state requires. An 
applicant would be required to file Schedule G only with 
the appropriate states and not with the Commission. 
While there is no assurance at this time that the 
Commission and the interested states will be able to 
reach final agreement on a uniform investment adviser 
registration form, the Commission intends to work 
diligently with the states to accomplish this goal. In 
furtherance of this effort, the Commission is 
particularly interested in public comments on both the 
advisability of adopting a uniform investment adviser 
registration form and the proposed method of 
accomplishing this objective. 


Revised questions 17, 19, 27 and 28 of Form ADV ask 
for information concerning the number of accounts and 
amount of assets the investment adviser has under 
manangement and the size categories into which the 
accounts fall. They also ask the amount of customer 
funds or securities over which the investment adviser 
has custody or possession and whether the investment 
adviser is involved in any civil litigation relating to its 
advisory business. The Commission is adding these 
questions so that will have ongoing information about 
some of the basic characteristics of the investment ad- 
visory industry and because the information is relevant 
to decisions about the Commission’s regulatory 
program. 


Form ADV-S 


The Commission is also soliciting public comments on a 
proposal to adopt a new form, Form ADV-S, which 
would be filed annually by all registered investment 
advisers within 90 days of the end of their fiscal year. 
This brief form would enable the Commission to deter- 
mine whether an adviser is presently engaged in the 
investment advisory business and whether it has filed 
the amendments to its Form ADV required by Rule 
204-1 [17 CFR 275.204-1] under the Act. In addition, an 
updated balance sheet would be required to be filed 
with the Form ADV-S. 


Since the rescission of the annual fee requirement for 
advisers, many advisers appear to have neglected to 
file required amendments to their Form ADVs; others 
have never commenced or have ceased their advisory 


activities, but have failed to withdraw from registration 
by filing Form ADV-W. 


The proposed Form ADV-S should relieve these 
problems by providing the Commission with current 
information about active registrants and by removing 
inactive investment advisers from the list of 


registrants, either as a result of their voluntarily filing 
Form ADV-W or by means of a cancellation order 
issued pursuant to Section 203(h) [15 U.S.C. 80b-3(h)] 
of the Act. The proposed form is brief and straight- 
forward and the Commission does not anticipate that 
any registrant will find it burdensome to complete. 


In order to bring its records up-to-date and to obtain the 
information about registered advisers, the Commission 
is proposing amendment of Rule 204-1(a) [17 CFR 
275.204-1(a)] to require every investment adviser 
whose registration is effective or who has an application 
for registration pending on the date new Rule 204-1 (a) 
becomes effective to file a complete new Form ADV as 
an amendment the first time an amendment is other- 
wise required and in any event not later than a date to 
be determined when, and if, the Commission adopts 
new Rule 204-1 (a). 


Rule 204-1(b) currently requires an investment adviser 
to amend its Form ADV any time the information 
contained therein or in an amendment thereto becomes 
inaccurate for any reason. Since the Commission 
believes that, in certain circumstances, changes in the 
information called for by questions 12 through 28 of 
Form ADV, particularly the balance sheet in question 
12, may not require an immediate amendment of the 
investment adviser’s Form ADV, the Commission pro- 
poses to modify Rule 204-1(b) so that if there is a 
change in the information furnished in response to 
questions 12 through 28, but not a material change, the 
investment adviser will be able to amend its Form ADV 
to reflect such change within the same time limit as 
governs its filing of the revised balance sheet required 
by question 12, i.e., not later than 90 days after the end 
of its fiscal year. However, material changes in the 
information called for by questions 12 through 28 and 
any changes in the information called for by questions 1 
through 11 will still require an immediate amendment 
of Form ADV. 


Proposed paragraph (c) of Rule 204-1 would require 
every investment adviser who is registered on the last 
day of its fiscal year to file a Form ADV-S within 90 
days of the end of its fiscal year unless its registration 
has been withdrawn, cancelled or revoked prior to that 
date. If efforts to contact registrants who do not file ina 
timely manner are unsuccessful, the Commission would 
consider issuing orders pursuant to Section 203(h) of 
the Act to cancel the registrations of the non- 
respondents. 
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|. It is proposed to amend Part 275 of Chapter II of 
Title 17 of the Code of Federal Regulations by revising 
§ 275.204-1 in its entirety as follows: 


§ 275.204-1 
tion. 


Amendments to application for registra- 


(a) Every investment adviser whose registration is 
effective, or whose application for registration is 
pending on , Shall file as an amendment to 
the application a complete Form ADV (§ 279.1 of this 
chapter) as revised as of . This shall be filed 
the first time an amendment is required to be filed 
under paragraph (b) of this section, but in no event 
later than 


(b)(1) If the information contained in the response to 
questions 1 through 11 of any application for registra- 
tion as an investment adviser, or in any amendment 
thereto, becomes inaccurate for any reason, or if the 
information contained in the response to questions 12 
through 28 of any application for registration as an 
investment adviser, or in any amendment thereto, 
becomes inaccurate in a material manner, the 
investment adviser shall promptly file an amendment 
on Form ADV (§ 279.1 of this chapter) correcting such 
information. 


(2) If the information contained in response to questions 
12 through 28 of any application for registration as an 
investment adviser, or in any amendment thereto, 
becomes inaccurate but not in a material manner, the 
investment adviser shall file an amendment on Form 
ADV (§ 279.1 of this chapter) correcting such informa- 
tion within 90 days of the end of its fiscal year. 


(c) Every investment adviser whose registration is 
effective on the last day of its fiscal year shall file a 
Form ADV-S (§ 279.3 of this chapter) within 90 days of 
the end of its fiscal year unless its registration has been 
withdrawn, cancelled or revoked prior to that date. 


(d) Every amendment filed pursuant to this rule shall 
constitute a ‘‘report’’ within the meaning of Sections 
204 and 207 of the Act [15 U.S.C. 80b-4, 80b-7]. 


Il. It is proposed to amend Part 279 of Chapter II of 
Title 17 of the Code of Federal Regulations as follows: 


A. §279.1 Form ADV, for application for registration 
of investment adviser, and for amendments to such 
registration statement. [A copy of Form “ADV as 
proposed to be amended is attached hereto.] 


B. §279.3. Form ADV-S, annual report of registered 
investment advisers. [A copy of Form ADV-S as 
proposed to be adopted is attached hereto.] 


Authority 


The proposed revisions of Form ADV would be adopted 
pursuant to the authority contained in Sections 203[15 
U.S.C. 80b-3], 204 [15 U.S.C. 80b-4], and 211(a) [15 
U.S.C. 11(a)] of the Act. Proposed Form ADV-S and the 
proposed revisions of Rule 204-1 would be adopted 
pursuant to the authority contained in Sections 204 and 
211(a) of the Act. 


Public Comment 


Persons wishing to make written comments should file 

three copies thereof with George A. Fitzsimmons, 

Secretary of the Commission, Room 892, 500 North ° 
Capitol Street, Washington, D.C. 20549, not later than 

September 30, 1977. In filing such submissions, 

commentators should make reference to Commission 

File No. S7-712. Copies of all submissions will be made 

available in the Commissions’s Public Reference 

Section, Room 6101, 1100 L Street, N.W., Washington, 

D.C. 20005. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





FORM ADV IS REPRODUCED ON THE FOLLOWING PAGES 
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FORM ADV UNIFORM APPLICATION FOR REGISTRATICN AS AN INVESTMENT ADVIS=> 
. OR TO AMEND SUCH AN APPLICATION UNDER THE INVESTMENT ADVISR 
(Instruction 


Saaet) ACT OF 1940 OR UNDER THE LAWS OF THE JURISDICTIONS ACCEPTING 
saith: THIS FORM 








GENERAL INSTRUCTIONS FOR PREPARING AND FILIIG FORM ADV AND SPECIAL INSTRUCTIONS 
FOR COMPLETING FORM ADV AS AN APPLICATION FOR REGISTRATION WITH THE SECURIT=I=S 
AND EXCHANGE COMMISSION AS AN INVESTMENT ADVISER OR TO AMEND SUCH AN APPLICATION 


-—~-! 





1. This Form and any Schedules and continuation sheets required in connectisn 
with it shall be completed and filed in triplicate with the Securities and 
Exchange Commission, Washington, D.C. 20549. Retain one exact copy for your 
records. All information required by Form ADV and any Schedule thereunder 
must be submitted on the officially prescribed forms (or mechanical reproduc- 
tions thereof). Additional copies are available at any office of the Commissisz. 
2. This form is to be used to apply for registrat ion with a number of agencies 
and jurisdictions. A list of these agencies and jurisdictions with the -re- 
spective addresses is included as a separate page. Special Instructions S: 

for each agency and jurisdiction are also needed to complete the form. 

may be obtained from the agency or jurisdiction to which you are applying 

and must be read in conjunction with these instructions for each agency or 
jurisdiction to which you are applying. 


3. At the time of the filing of an application for registration under the 

Act, the applicant shall pay to the Commission a fee of $150, no part of wnich 
shall be refunded. ‘There is no fee for the filing of any amendments to Fora 
ADV. 


4, Each copy of the execution page must contain an original manual signatu 
of the appropriate duly authorized individual. Mechanical reoroductions o 


- SV 


Signatures are not accentadle. All other pages containing correct informa- 


rs 
-2 
2 








tion may de mechanically reproduced by any method producing clear, legible 
. . . . . . : } . + 
copies of identical type size. Copies must be on 8g x 11 inch paper. 


ed by a sole proprietor, it shall be signed by the pro- 
prietor; if it is filed by a partnership, it shall be signed in the name of 
the partnership by a general partner; if it is filed by an unincorporated 
organization or association which is not a partnership, it shall be signed 

in the name of such organization or association by the managin if agent--l1.e.. 

a duly authorized person who directs or manages or who parti: cipates in dires<- 
ing or managing its affairs; if it is filed by a corporation, it shall be 
signed in the name of the corporation by a principal officer duly authorize: 


5. If Form ADV is fil 
4q 


a 
q 
d 
e 
a 


6. If the space provided for any answer on the Form is insufficient, the corc- 
plete answer shall be prepared on Schedule =, which shall be attached ‘to the 

Form. If the space provided for any answer on the Schedules is insufficient, 
the answer shall be completed on additional copies of the applicable Schedule 
which shall also be attached to the Form. 


7. Individuals' names, except for executing signatures, shall be given in 
full wherever required (last name, first name, middle name). The full mid- 
dle name is required. Initials are not acceptable unless the individual le- 
gally has only an initial. If this the case, so indicate after the initial. 





CAUTION: WHEN ANY ITEM ON A PAGE-IS AMENDED, IT IS NECESSARY 
TO ANSWER ALL ITEMS ON THE PAGE BEING AMENDED. PAGES WHICH 
CONTAIN OBSOLETE INFORMATION ARE RETIRED TO THE COMMISSION'S 
INACTIVE FILES. 
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the context otherwise requires: 


a. All terms used in the Form have the same meaning as in the Investment 
Advisers Aet of 1940 and the rules and regulations thereunder. 


b. "Jurisdiction" means a state, a territory, the District of Columbia, 
the Commonwealth of Puerto Rico, or any subdivision or regulatory body 
thereof. 


c. "Applicant" means the investment adviser or person which will be the 
investment adviser and not the individual completing the form unless they 
are identical. "Applicant" includes a "Registrant," 


d. "Se 1f-Regulatory Organization" means any national securities exchange, 
national securities association, or clearing agency, registered under the 
Securities Exchange Act of 1934. 


9. UNDER SECTIONS 203 (c), 204, AND 211(a) OF THE INVESTMENT ADVISERS ACT 
OF 71940 AND THE RULES AND REGULATIONS THEREUNDER, THE COMMISSION IS AUTHORIZED 
TO SOLICIT THE DYFORMATION REQUIRED BY THIS FORM FROM APPLICANTS FOR REGIS- 
TRATION AS INVESTMENT ADVISERS. THE INFORMATION SPECIFIED BY THIS FORM (OTHER 
THAN SOCIAL SECURITY NUMBERS) MUST BE PROVIDED PRIOR TO PROCESSING OF ANY 
APPLICATION, DISCLOSURE OF SOCIAL SECURITY NUMBERS IS VOLUNTARZ. THE INFOR- 
MATION WILL BE USED FOR THE PRINCIPAL PURPOSE OF DETERMINING WHETHER THE COM- 
MISSION SHOULD GRANT OR DENY REGISTRATION TO AN APPLICANT. SOCIAL SECURITY 
NUMBERS WILL ASSIST THE COMMISSION IN IDENTIFYING APPLICANTS AND, THEREFORE, 
IN PROMPTLY PROCESSING APPLICATIONS. INFORMATION SUPPLIED ON THIS FORM WILL 
BE INCLUDED IN THE PUBLIC FILES OF THE COMMISSION AND WILL BE AVAILABLE FOR 
INSPECTION BY ANY INTERESTED PERSON. “A FORM WHICH IS NOT PREPARED AND EXE- 
CUTED IN CO} MPLIAN NCE WITH APPLICABLE REQUIREMENTS MAY BE RETURNED AS NOT AC- 
EPTABLE FOR FILING, ACCEPTANCE OF THIS FORM, HOWEVER, SHALL NOT ee 
ANY FINDING THAT IT HAS BEEN FILED AS REQUIRED OR THAT THE INFORMATION 
MITTED IS TRUE, CURRENT, OR COMPLETE. INTENTIONAL MISSTATEMENTS OR oe 
OF FACT CONSTITUTE FEDERAL CRIMINAL VIOLATIONS. (Sen 18 U.S.C. 1001 
U.S.C. 80b-17.) 
SPECIAL INSTRUCTIONS FOR FILING FORM ADV AS AN APPLICATION 


10.If Form ADV is being filed as an application for registration, all appli- 
cable items must be answered in full. If any "item" is not applicable, in- 
dicate by "none" or "N/A" as appropriate. Items requiring information relat- 
ing to the business activities of applicant should be answered to disclose 
what such activities will be when registration becomes effective. 


11. If any non-resident of the United States is named in the Form, consult 
Rule 0-2 to determine whether he is required to file a consent to service 
of process and a power of attorney. Non-residents of the United States 
should also consult Rule 204-2(j) under the Act concerning the notice or 
undertaking relating to books and records which non-resident investment 
advisers are required to file with Form ADV. 
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SPECIAL INSTRUCTIONS FOR AMENDING FORM ADV 


12. Rule 204-1(b) requires that if the information contained in response 

to questions 1 through 11 of any application for registration as an invest- 
ment adviser, or in any amendment thereto, becomes inaccurate for any reason, 
or if the information contained in response to questions 12 through 28 

of any application for registration as an investment adviser, or in any amend- 
ment thereto, becomes materially inaccurate, the investment adviser shall 
promptly file an amendment on Form ADV correcting such information. In 
addition, if the information contained in response to questions 12 through 

28 of any application for registration as an investment adviser or in any 
amendment thereto, becomes inaccurate but not in a material manner, the 
investment adviser shall file an amendment on Form ADV correcting such 
information no later than its filing of the revised information regularly 
required by Item 12 of Form ADV, i.e., no later than 90 days after the end 

of applicant's fiscal year. 


13. When an amendment is necessary, only the pages being amended and the 
execution page need be filed, although these must be completed in full. Three 
copies of each of such pages and three copies cf a completed execution page, 
including the Execution, should be filed. 


INSTRUCTIONS AS-TO SPECIFIC ITEMS ON FORM ADV 


14, Item 2(a) = Include a street address; post office box numbers alone are 
not acceptable, 


15. Execution - The execution must include an original manual signature. 
Mechanical reproductions of signatures are not acceptable. 





16. Item 6 - State your current legal residence address. 


17.. Item 8(o) - If a registered partnership is dissolved and a new one is 
created to continue the business of the old one, the new partnership must 
file a new or successor application as an investment adviser. 


Schedules, for the names of all persons whe are covered by any of the 
sections of Item 10. Similarly, any persons who directly or indirect 


18. Item 10 - Check your answers to Items 2(a), 8, and 9, and the rela 
bn 


+ 
ve 
c 
Ss 


; 
oO= 


ly con- 
trol or are controlled by the applicant, including any employee, are covered 
by Item 10. For each affirmative answer, list each person involved on a sep- 
arate Schedule D and give full details of any of these incidents, including, 
for example, the parties involved, time and place, subject matter, and the 
outcome of the proceedings. 
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Instructions Relating to SCHEDULES 
19. Schedule A - Schedule A is for corporations. 


Note: If applicant is owned directly, or indirectly through one or more 
intermediaries, by a corporation, then such corporation's shareholders 
should be considered in determining who must be listed on Schedule A. 


20. Schedule B - Schedule B is for partnerships. 


21. Schedule C - Schedule C is to be completed only by organizations or asso- 
ciations which are not sole proprietorshins, partnerships, or corporations. 


22. Schedule D - Schedule D is to be filed for the following classes of persons: 


{a) Each natural person named in Items 2(2), 8, or 9 or any Schedule 
thereunder, except that Schedule D need not be furnished for any 
person who meets both the following conditions: (1) he owns less 
than 10% of any class of equity security of the applicant, and 
(2) he is not an officer, director or person with similar status 
or functions. 


Each person subject to any action reported under Item 10; and 


Eacn member of applicant‘s investment committee or similar group, 
if any, which determines or approves what investment advice shall 
generally be rendered by applicant to any client, or to which cli- 


ents such investment advice shall be rendered. 


In the absence of an investment commit 
mi : 


erson associated with applicant who d 


Ww a 
investment advice shall be rendered by appli 
to which clients such investment advice shal 


23. Schedule E - Schedule E may be used (1) 


ovided for any 
answer on the Form is insufficient, or (2) i 


1 ich item in the 
Form which requires the submission of Schedule I not be 


used when the space on any other Schedule is ase 
use additional copies of the applicable Schedul 


waa 


° 


24. Schedule F - Schedule F is for the balance sheet required 
any amendments thereto. 


25. Schedule G - Schedule G is to be completed only if and to the extent 
required by the Special Instruction Sheets of the jurisdicticn(s) to which 
you are applying. The Special Instruction Sheets will indicate what items 
are to be completed for each jurisdiction. 
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FORM ADY APPLICATION FOR REGISTRATION AS AN INVESTMENT SEC use. 











ADVISER OR TO AMEND SUCH AN APPLICATION UNDER > lag 
THE INVESTMENT ADVISERS ACT OF 1940 


DOC. SEQ. HO. 
SECURITIES ANO EXCHANGE COMMISSION @ WASHINGTON, D.C. 20549 











s would violate the Federal securities laws and may result in 


administrative, injunctive or criminal action. 
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failure to keep accurate books and record 


Failure to keep this form cur 
disciplinary, 


*“* WARNING 


STATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 


INTENTIONAL MIS 








| GENERAL: Read all instructions oefore preparing the form. Please print or type 


all responses. If this form is filed as an amendment, only a completed and signed 
execution page and those pages containing items wnicn are being amended or which 
have changed since the previous filing need to be filed. Such pages should be 
completed in rull. 





ry 


- (a) If this is an APPLICATION for registration, check here, CO) and complete ail items in fuil. 
(b) If this is an AMENDMENT to an Application, check here, O) and specify below all parts which are amended. 
Teens($) se ees OF Paget of Form ADV Schedule A... Schedule B 
Nee (8) | een OF Page: 2 Of Forms ADV 
Hem(s). > OF Pane 3 OF Form ADV Schedule C_wmw__._ Schedule D Schedule E 
Exact name, principal business address, mailing address, if different, and telephone number of applicant: as 








Full name of applicant § (/f sole proprietor, state last, first, and middie name): IRS Empl. Ident. No.: 





Name under which business is conducted, if different: 





If name of business is hereby amended, state previous name: 





Address of principal place of business: (Do not use P.O. Box Number) 





(NUMBER ANO STREET) (cITyY) (STATE) (ZIP CODE) 
Mailing Address, if different: 








Telephone Number: 











(AREA CODE) (TELEPHONE NUMBER) WATS LINE ([/f any/ 
Address of location of the sooks and records applicant is required to mainvain, 
pursuant to Section 204 of the Investment Advisers Act of 1940 and the rules 


thereunder, if different from address of principal place of ousiness* 














EXECUTION: The undersigned, being first duly sworn, deposes and says that he has executed this form on behaif of, and 
with the authority of, said applicant. The undersigned and apolicant represent tnat the information and statements corm 
tained herein, inciuding exhibits attached hereto and other information tiied herewith, ail of which are made a part 
hereof, are current, true, and complete. The undersigned and applicant further represent that to the extent any informa 
tion previously submitted is not emended, such information is currently accurate and complete. 





Dated the day of ... 








(NAME OF APPLICANT) 


By: 





(SIGNATURE AND TITLE) 
Attest: 





(SIGNATURE ANDO TITLE) 
Subscribed and sworn to before me this day of 





STATE OF 





COUNTY OF 





NOTARIAL 
SEAL 





(NOTARY PUBLIC) My commission expires: 


THe SECURITIES AND EXCHANGE COMMISSION HAS NOT PASSED UPON THE ABILITICS, 
QUALIFICATIONS, OR BUSINESS PRACTICES OF THE INVESTMENT ADVISER DESCRIBED 
HEREIN. 

















ALL OF THE ITEMS ON THIS PAGE MUST BE ANSWERED ANDO COMPLETED IN FULL 





DO NOT WRITE SELOW THIS L'NE .... FOR OFFICIAL USE ONLY 
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IFORS ADV pace t 








2. (b) Person to contact for further information concerning this form: 


Name: 








Mailing Address: Telephone No.: 


Person authorized to receive compliance and information communications, and responsible for disseminating 
the same within the applicant's organization: 


Name: “Title: 








Mailing Address: Telephone No.: 











Appicant consents that notice of any (Last name) (First name) (Afiddle name) 
procesding be fore the Commission in : 
conncct:on with its application for or 
fegistratton as an investment acviser 
Muay be given by sending notice by 
tegistered or certified mail or contirmed (City) (State) (ZIP Code) 
telegram to the person named be!ow, at 
the address given. 





(No. and Street) 








Does applicant have any branch offices? (If "yes," state their addresses 
and telepnone numbers on Schedule £.) YES NO 


Aptlicant's fiscal year ends day month 





Applicant is filing or sa3 filed its application for stration or 
license, or membership as an investment adviser with the following: 
(Place a code number after 2ach applicable agency or jurisdiction in 
accordance with tne foliowing: If currently applying, insert number 
"1," if application is sending, insert numser "2," if already regis- 
tered, licensed, or a member, insert number "3." If any license, reg- 
istration, er tembership listed belew is of a restricted nature or has 
been suspended or terminated, or withdrawn or voluntarily terminated, 
explain fully on Schedule &. 


A. ACK. Bea OC W.. 


‘iio SA. Ba KY 


criminal action. 
ENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 


aa: Ms ee MT 


NE. Wa. “A mw Wa SS ae OH 
CK... "OR... A cS. SO NS Ot 


Tt VA Ma WV Mos Wie. FR. 
(Specify) 


4. Applicant is a: SECURITIES AND EXCHANGE COMMISSION ___ 


Oo Corporation CT Partnership 0 Sole Proprietorship 


Clother (specify): 











5. If applicant is a corporation: 
(a) Date and place of incorporation: 


Date: State: 
(MONTH-OAY-YEAR) 
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failure to keep accurate books and records would violate the Federal securities laws and cay result in 


disciplinary, administrative, injunctive o 


INTENTIONAL MISSTATED 


{b) List below each class of equity security: 


Class Voting Non - Voting 


O 0 
O 0 
0 O 





* WARNING 




















Jf any item on this pege is amended. you must answer 1m full all other items on this page and file witha 
d end signed gage. No 2Neaule required by any item on this page need be filed with 
an amended item uniets the Schedule itself is amended. 


DO NOT WRITE BELOW THIS LINE... ... FOR OFFICIAL USE ONLY 


eee a ee 
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Failure to keep thi 


. 
. 


WARNING 


ecords would violate the Federal securities laws and may result in 


administrative, injunctive or criminal action. 


failure to keep accurate books and r 


disciplinary, 


ENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 


INTENTIONAL MISSTATEM 








' 
FORM ADY Page 2 


OFFICIAL USE 











6. If applicant is a sole proprietor, state full residence address and social security number. 


Social Security No.: 








(NUMBER AND STREET) (ciTY) (STATE) (ZIP COOE) 





7. (a) Is applicant a successor to a registered investment adviser and taking over all or substantially all of the YES 
assets and liabilities and continuing the business of a registered investment adviser? 
If “’yes,’’ state: 


(1) Date of Succession: 





(2) Full name, IRS Empl. Ident. No. and SEC File No. of predecessor: 


Name: 





IRS Empl. Ident. No.: 





SEC File Number: 





(b) Has applicant merged with or acquired another registered investment adviser? 
(if “yes,” describe briefly on Sciedule E.) 





If applicant is a corporation, complete Schedule A. 
ES is a partnership, complete Schedule B. 


(c) If appli i a sole proprietorship, partnership, or corporatic 
complet 





Does any person not named in Items 2(a) and 8, or any Schedule thereunder, directly or indirectly 

through agreement or otherwise, exercise or have the power to exercise a controlling influence YES NO 
over the management or policies of applicant? C] CT) 
(if “yes,”’ state on Schedule E the exact name of each person (if individual, state last, first, and 

middle names) and describe the agrzement or other basis through which such person exercises or 

has the power to exercise a controlling influence.) 


Is the business of applicant wholly or partially financed, directly or indirectly, by any person not 

named in Items 2(a) and 8, or any Schedule thereunder, in any manner other than by: (1) a public 

offering of securities made pursuant to the Securities Act of 1933; (2) credit extended in the 

ordinary course of business by suppliers, banks and others; or a satisfactory subordination agree- YES NO 
ment, as defined in Rule 15c3-1 under the Securities Exchange Act of 1934 (17 CFR 240. C C7) 
SCS ERE oe oh Bee eens ale Ie eH CHO AS ONO SM ar aie oA RUES ee are Wiara Sis! S86 

(If “yes,” state on Schedule E the exact name (last, first, middle) of each person and describe the 

agreement or arrangement through which such financing is made available, including the amount 

thereof.) 








If any item on this page is amended, you must answer in full ail other items on this page and file with a 
completed and signed execution page. No Schedule required by any item on this page need ba filed with 
an amended item unless the Schedule itseif is amended. 
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State whether the applicant, any person named in Items 2(a), 8 or 9, or any Schedule thereunder, or 
any other person directly or indirectly controlling, Or controlled by applicant, including any 
employee of applicant: 
(a) Has been found by the Securities and Exchange Commission or any jurisdiction willfully to have 
made or caused to be made any statement which was, at the time and in the light of the circum- 
stances under which it was made, false and misleading with respect to any material fact, or to 
have omitted to state any material fact, which was required to be stated, in any application 
for registration or report required to be filed under the Federal securities laws or under the 
securities laws of any jurisdiction, or in any proceeding before the Securities and Exchange Com- 
mission or any jurisdiction relating to securities, the conduct of business or registration as a 
broker, dealer, municipal securities dealer, or investment adviser or associated person thereof... . C] C) 
(b) Has been convicted within 10 years preceding the filing of any 
application for registration or at any’ time thereafter of any 
felony or misdemeanor 2 YES NO 
(i) involving the purchase or sale of any security, the taking of a false oath, the making oO 
of a false report, bribery, perjury, burglary, or conspiracy to commit any such ORIGRERS 55:65 5:6 D 
(ii) arising out of the conduct of the business of a broker, dealer, municipal securities dealer, YES NO 
investment adviser, bank. insurance company, or fiduciarv: ........ccccvccecceeeces Cc) 
(433) involving the larceny, theft, robbery, extortion, forgery, counterfeiting, fraudulent YES NO 
Cj 





IONS 


q 


es laws and may result in 


m 
2 





formation on a timely besis, or the 


a 
. 


concealment, embezzlement, fraudulent conversion, or misappropriation of funds or securities; . 
(iv) invoiving the violation of Section 152, 1341, 1342 or 1243 or Chapter 25 or 47 of Title 18, 
United States Code (concealment of assets, false oaths and claims, or bribery, in any bankruptcy YES NO 
proceeding; mail fraud, fraud by wire, includina telephone, telegraph, radio or television; 
counterfeiting, forgery; fraud, false statements); OF ., . eee e ree re cece cereeeeecrres y C) 


v\has pleaded nolo contendere to any felony or misdemeanor described in items YES NO | 


© 10(D) (4-47) Lecce cet e cece cece cece eeeee ees ecetececssesesesees EF] [) 
Is enjoined permanenty, or within the past 10 years has been enjoined tempcrarily, by order, 
judgment or decree of any court of competent jurisdiction from acting as an investment adviser, 

underwriter, broker, dealer, or municipal securities dealer, or as an associated person or employee 

of any of the foregoing, or as an affiliated person or employee of any investment company, bank, 

or insurance company, or from engaging in or continuing any conduct or practice in connection 

with any such activity, or in connection with the purchase or sale of any security, or arising out YES NO 

of any securities or investment advisory activities ‘we CT) 

Has been found by the Securities and Exchange Commission or any jurisdiction or any court to 

have violated or to have aided, abetted, counselled, commanded, induced, or procured the viola- 

tion by any other person of the Federal laws, or the laws of any jurisdiction, relating to securities 

or relating to the conduct of business as a broker, dealer, municipal securities dealer, investment 

adviser, or investment company, any rule or regulation under any of such laws, or any rule of the 

Municipal Securities Rulemaking Board, or to have failed reasonably to supervise another person YES NO 

who committed such a violation, or to have teen unable to comply with any of the foregoing . . CJ 


TITUTE CRIMINAL VIOLA 


uld violate the Federal securiti 
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SSTATEMENTS OR OMISSIONS OF FACTS MAY CONS 


administrative, injunctiv 
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failure to keep accurate books an 
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WARN LiiG 


If any item on this page is amended, you rnust answer in full all other items on this page and file with a 
completed and signed execution page. No Schedule -equired by any item on this page need be filed with 
an amended item yniess the Schedule itself is amended. 
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F ha ABY Page 4 








.Has been or is the subject of an order of the Securities and Exckange 
Commission entered pursuant to subsection (f) of Section 203 of this title 
or paragraph (6) of Section 15(b) or paragraph (4) of Section 15B(c) of the 
Securities Exchange Act of 1934, or an order of a court or jurisdiction (or 
any agency thereof), or an order of an appropriate regulatory agency entered 
pursuant to paragraph (5) of Section 15B(c) of the Securities Exchange Act 
of 1934, barring or suspending the right of such person to be 
associated with an investment adviser, broker, dealer, or YES NO 
MIMUCT pal SOCUFLELES Geagherac. cc. caccacaesave qeuceweecacaeaccnss* CJ aml 
(f£) Has been denied membership or registration with, or participation 
' in, or has been suspended, revoked or expelled from membership, 
participation in or registration with any self-regulatory 
organization registered under the Securities Exchange Act 
of 1934; or has been suspended or barred from being associated 
with any member of such self-regulatory organization; or has YES NO 
been censured or fined by any such self-regulatory organization... os C 
(g) Has been denied registrat ion (license) with, or suspended, 
revoked or expelled from registration (license) with the 
Securities and Exchange Commission or any jurisdiction (or 
any agency thereof) as a broker, dealer, investment adviser, 
securities salesman, or municipal securities dealer, or has 
been barred from being associated with a person engaged in YES NO 
SUC DUSINESS < v.clns.cc alele eters oareat lai erde sictataere 


(h) Has been found to have been a cause of (1) the denial, suspension, 
or revocation of anv verson's (a) registration with the Securities 
and Exchange Commission or any jurisdiction (or any agency thereof), 
or (b) membership or participation in any self-regulatory organization 
cl. alg under the Securities Exchange Act of 1934; or (2) any -YES NO 
person's expulsion from such self-regulatory organization...... 


(i) Has been, within the past 10 years, the subject of any cease and desist, desist and refrain, pront- 
bition, or similar order-which was issued by the United States or any jurisdiction arising out of YES NO 
the conduct of the business of a broker, dealer, municipal securities dealer, or investment adviser 0 O 
j) Has been the subject of any order, judgment, decree or other sanction of a foreign court, 
foreign exchange, or foreign governmental or regulatory agency arising out of any securities or YES NO 
investment advisory activities............ Perec ses a Cee ee ee CO C7 
(x) State whether applicant, any person named in Items 2(a), 8 or 9, 
or any Schedule thereunder, or any other person directly or 
indiredtly controlling-or controlled by applicant, including any 
employee, is presently the subject of any proceedings in which 
an adverse decision would result in any of the foregoing sES NO 
questions being answered "yes"... .ccccwe tee reer rec ccccccrcccccoce [| a 


Note: For purposes of item 10, applicant is required to 
include representations as to clerical and ministerial 
employees. 











41.. Complete a separate Schedule D for each appropriate person in accordance 
with the instructions thereon and instruction 22 to this form. 








if any item on this page is amended, you must answer in full all other items on this page and file with @ 
| completed and signed execution page. No Schedule required by any item on this pege need be filed with 
+ anamended item unless the Schedule itself is ded. 











SEC DOCKET/1349 














' OFFICIAL USE 
FORM ADV pages 
| 








Provide on Schedule F a balance sheet current as of the end of applicant's 
most recent fiscal year. 


If the informaticn contained in this balance sheet becomes materially 
inaccurate, 2ule 204-1(b) under the Act reauires the investment 
adviser to “ile promptly with the Commission a revised balance sheet. 


1) 
1s § 


t le requires an investment adviser to file with th 
ter than 99 days after the end of its fiscal year an 
h 


eet containing, at least, the accounts set forth atove. 


In any case, th 
Commission no l 
updated balance s 


a 
a 





Does applicant: ES 
Furnish "investment sunervisory services,” defined as the civing of continu 
advice to clients as to the investment of funds on the basis of individual 
needs of each client; e.g., the nature and amount of other assets, investments 
and insurance, and the nature and extent of the personal and family obligations 
of each client (distinzuished from continuous advice of any nature which is net 
based on consideration of such relevant individual factors)? 

fanage investment advisory accounts under circumstances not involving inves:- 

nt supervisory services? 

rnish investment advice through consultations (not as part of (a) or (bd) 


e)? 
<7 
re} 
ro] 


Ous 


= | 
17 


L 


f 


periodic publications relating to securities on a subscription basis? 
e or issue special reports or analyses relating to Securities, not in 
ded in any service described above? 

pare or issue, not as part of any service described above, any charts, 
rmulas, or other devices which clients may use to evaluate securities? 
‘urnish investment advice in any manner not described above? 
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If the answer to any of the preceding paragraphs is "Yes," the 
applicant -shall furnish full details on Schedule E, including 
the precise basis or bases of compensation, e.g., a percentage 
of the assets under management, hourly charges, a fixed fee 

or an annual subscription fee in the case of a periodic publi- 
cation, for the services which the investment adviser provides 
and the precise amounts charged, e.g., 1% per annum, and when 
such compensation is payable. If such compensation is pay- 
able prior to the rendering of the services relating thereto, 
the applicant should explain to what extent and under what con- 
ditions such compensation is refundable. In addition, the ap- 
plicant should include the name of each publication or analysis 
issued on a regular basis and a general description of any special 


reports or analyses to be issued on an irregular basis. 
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The applicant should set forth the procedures and conditions, 

if any, pursuant to which the applicant or any client may ter- 
minate an investment advisory contract prior to the termination 
date set forth in the contract. 

Is Applicant or Registrant engaged in any business 

or profession other than acting as investment adviser? 


(If so, describe briefly on Schedule E such other 
business or profession. ) 


Is the principal business of Applicant or Registrant 
that of an investment adviser? 





Does a substantial part of Applicant's or Registrant's 
investment advisory business consist of rendering "In- 
vestment supervisory services" as defined in Item 13 
above? 


Does Applicant control,or is Applicant controlled by, 

directly or indirectly, any partnership, corporation, 

or other organization engaged in the securities or the 
investment advisory business? 


(If "yes," state full name and principal business address 
of such partnership, corporation, or other organization 
and describe the nature of control on Schedule E) 


Is Applicant registered (or does Applicant have an appli- NO 
cation for registration pending) as a broker or dealer? Ca 


Is Applicant affiliated with any broker or dealer? 
(If "yes," state the nature of such affiliation and the 


business relationship, if any, between such broker or 
dealer and Applicant on Schedule E) 


Note: Pursuant to Section 202(a)(12). of the Act, the term "affiliated person" 
has the same meaning as in Section 2(a)(3) of the Investment Company 
Act of 1940, which, as relevant, means 


"(A) any person directly or indirectly owning, controlling, 
or holding with power to vote, 5 per centum or more of the 
outstanding voting securities of such other person; (B) eny 
person 5 per centum or more of whose outstanding votin 
securities are directly or indirectly owned, controlled, 

or held with power to vote, by such other person; (C) any 
person directly or indirectly controlling, controlled by, 
or under common control with, such other person; (D) any 
officer, director, partner, ccpartner, or employee of such 
other person ...." 
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16, Does Applicant or any person associated with Applicant have discretionary 
authority to make any of the following determinations without obtaining 
the consent of the investment advisory client before the transaction is 
effected: 

YES NO 
(a) Which securities are to be bought or sold? 


(b) Through which broker-dealer securities are to be 


bought or sold? eee 


(c) The total amount of the securities to be bought or 


sold? SP ici 


If the answer to any question of Item 16 is "yes" and there are limitations 
on such authority, describe such limitations in full detail on Schedule E. 


17. Does applicant, or any person associated with applicant, have custody or 
possession of, or have authority to obtain custody or aicaman a - 


pemconnartn, 


(a) Securities of any investment advisory client? a, 


(b) Funds of any investment advisory client? | 


REMINDER: Rule 206(4)-2 contains special provisions relating to invest- 
ment advisers who have custody or possession of securities or funds of 
their advisory clients. 


(c) If the answer to any of the foregoing questions of item 17 is "Yes," 
provide the approximate value of the clients! funds and securities 
in registrant's custody or possession 





Does applicant: 


(a) As principal, sell securities to or buy securities from any invest- 
ment advisory client? 


YES NO 


wa) 


(b) Effect securities transactions as broker or agent for any invest- 
ment advisory client? 


YES NO 


Ea 


(c) As broker or agent for any person other than an investment advisory 
client, sell securities to or buy securities from clients? 
YES NO 


Recommend to investment advisory clients or prospective clients, the 
purchase or sale of securities in which the applicant or registrant, 
directly or indirectly, has a position or interest? 


YES NO 
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If the answer to any of the foregoing questions of item 18 is "Yes," 
describe on Schedule E the circumstances in which the investment adviser 
engages in such transactions and any internal procedures the investment 
adviser has concerning such transaction. 


(e) Impose any restrictions upon itself or any person associated with it 
when effecting transactions for its or their account in securities 
recommended to clients? (If the answer to this paragraph is "yes," 
describe such restrictions on Schedule E.) 


YES NO 


0 


Check the types of clients for which the applicant generally provides 
investment advice and the approximate number of accounts in each category: 


ee er errr: fy Orne rT pr Teer rr Te ere ret 
Beene COMDRNION: 5s ois s cadens sac deac bs CaS ese sededa 
Pension and profit-sharing plans.......ccccccccccccoce 
ETE Lee ee PEE CEE E TC TE TC TT PUTCO CEE TET ECTS 
RUMOR COREA UUCLOUE 6 6 ob kos ccc caeadscaecevscousend 
BOM UOMAL: DHWCLCULLONE, 6i.0 6s 0c 50s os cues sececeeeete 
Ce CEs 6 nb N cb Rekaeaeae bandas eveaes Sneed daces 
Corporations...sssssssescrcsccrencsceccrccecseecenees 
Insurance companies 
Other (explain in full detail on Schedule 3 Meee bi 
(If the applicant imposes any limitations on the types of “elients 
it will accept, explain in full detail on Schedule E.) 


eeaeaaeees 








Check types of securities concerning which the applicant generally 


provides investment advice: 


Equity securities 
Corporate debt securities 
Warrants 
Commercial paper 
Bank certificates of deposit 
Municipal securities 
Investment company securities 
1) Variable life insurance 
2) Variable annuities 
3) Mutual fund shares 
United States government securities 
Options contracts on 
1) securities 
2) commodities 
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3) Interests in limited partnerships investing in 
1) real estate 
2) oil and gas interests 

k) Other (explain in full detail on Schedule E) 


24. a) Check the sources of information, including reference materials, 
generally used by the applicant as the basis for investment 
advice rendered to clients: 


Financial newspapers and magazines | 
Company prepared information (i.e., annual reports, prospectuses, 
filings with the Commission, press releases, etc. 
Meetings with corporate personnel 
Inspections of corporate activities 
Research materials prepared by others 
Corporate rating services 
Other (explain in full detail on Schedule E) 


Check the general method or methods of securities analysis employed 
by applicant: 


Fundamental analysis 

Technical analysis 

Cyclical analysis 

Charting 

Other (explain in full detail on Schedule E) 


(Explain each method of analysis and the relative emphasis applicant 
places on each method in formulating its investment advice) 


Check the types of securities transactions generally recommended 
or used to implement any investment advice rendered to clients: 


Long term purchases (securities will be held at least one year 
except in unusual circumstances) 
Short term purchases (securities will generally be sold within 
one year after purchase) 
Trading (securities will generally be sold within 30 days after 
purchase) 
Short Sales 
) Margin transactions 
Option writing 
a) covered options 
b) uncovered options 
Other: (explain in full detail on Schedule E) 
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Are there any uniform standards of education and business background 
which applicant requires of persons associated with applicant (other than 
persons whose functions are solely clerical or ministerial) whose functions 
or duties relate to providing investment advice to clients. 


If "yes", please furnish a complete description of such standards 
Schedule E, 


If the applicant provides investment supervisory services 


(as defined in Section 202(a)(13) of the Act) or manages investment 


advisory accounts for clients under circumstances not involving 
investment supervisory services, complete questions 23 through 27. 


What is the minimum amount of assets applicant generally 


requires to establish and maintain an investment advisory 
account? 


If applicant imposes any other conditions on the establishment 
or maintenance of an investment advisory account, explain 
in full detail on Schedule E. 


Does applicant have discretionary authority to select brokers 
or dealers to execute transactions in securities for its YES 
clients or for the accounts of its clients? Ae: 


L/ 


If "yes" and there are limitations on such authority, describe 
such limitations in full detail on Schedule E. 


Does applicant consider factors relating to the individual 
circumstances of clients in making recommendations to, or 
effecting transactions for, such clients. 


If "yes," describe such factors in full detail on Schedule E. 


Describe briefly on Schedule E: 

a) applicant's organizational structure, including a description 
of the role of each principal department in the organization 
in the usual process of arriving at investment decisions or 
recommendations for clients, 
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b) the process pursuant to which applicant reviews each. 
investment advisory account, including, but not limited to, 
the category of personnel performing the review, factors which 
trigger reviews, the sequence in which accounts are reviewed 
and the matters reviewed, and 


c) the frequency and nature of any reports furnished to 
clients concerning their investment advisory accounts. 


Number of accounts under discretionary management 





(2) Approximate market value of all accounts under discretionary 
management 





(3) Date of valuation 





(4) Approximate number of accounts under discretionary management 
in the following size categories: 


(i) Less than $2,500 
(ii) $2,500 - $10,000 
(iii) $10,000 - $50,000 
(iv) $50,000 - $200,000 
(v) $200,000 - $500,000 
(vi) $500,000 - $1,000,000 




















) 
(vii) More than $1,000,000 





(>) What is the maximum number of investment advisory accounts with 
respect to which any one individual associated with applicant 
may act as portfolio or account manager? 





(c) Does Applicant have advisory accounts under any other form of 
management or supervision? Yes No 
If the answer is "Yes," please provide: 


(i) Number of such accounts 





Approximate market value of all such accounts 





Date of valuation 





Approximate number of such accounts in the following size 
categories: 


Less than $2,500 
$2,500 - $10,000 
$10,000 - $50,000 
$50,000 - $200,000 
$200,000 - $500,000 
$500,000 - $1,000,000 
More than $1,900,000 
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RELATIONSHIP 


FULL NAME Bacinning Ofticiat 


Use Ownership | Class of Equity Social Security 


—_e Only Code Security Number 


Status 
First Mo. Yr. 


Ot 


92 


12 
IV. List below names reported in the most recant previous filing pursuant to this item which are OE D hereby: 


FULL NAME Ending Oate Social Security OFFICIAL USE 
Last First Middle Mo. 7Y Number 


i Jf any item on this page is amended, you must answer in full all other items on this page and file with a completed and signed execution pege. 
DO NOT WRITE BELOW THIS LINE... OFF!CIAL USE ONLY 
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WORM ADY FI OFFICIAL USE i 
Schedule Bof sons | 


3 | Date 2s stated on the execution page of | 
FOR PARTNERSHIPS Form ADV or For Ty gee 
. r > tnis rereayice 
(Answers in response to !TEM 8(b) of FORM ADY or Form 3D. pompanying tais Schziule: 
1. Full name of applicant exactly as stated in Item 2(a) of Form ADV Or Form BD. IRS Empl. Ident. No.: | OFFICIAL 
USE 














s, or the 


failure to keep accurate books end records would violate the Federai securities laws and may result in 


disciplinary, administrative, injunctive or criminal action. 


INTENTIONAL MISSTAT 





3 





Il. Name under which business is conducted if different: | 





tt. List ali general, limited, and special partners. For each partner, complete and mark appropriate columns below. Placa an asterisk (*) after tha 
names of persons for whom a change in title, status, or partnership interest is being reported. Place a double asterisk (**) after the names of 
persons which are ADDED to those furnished in the most recent previous filing. Designate percentage of capital contribution as follows: If none’: 
enter “none,” above 0% to less than 1%, enter “A,” 1% to less than 5% enter “'B,”” 5% to less than 10%, enter C,"* 10% to less than 25%, enter 
“D,” 25% to less than 50%, enter “E,"* 50% to less than 75%, enter ’F,"” 75% to 100%, enter “G.” 





i 


; i 
Beginni 
FULL NAME wae Type Official Capital Social Security 


of Use Contribution Number 
Partner Only Code 





Middle 





91 








G2 











BEL ACS | RE ee 


63 





04 
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$6 
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oo 
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IV. List below names reported in the most recent previous filing pursuant to this Item which are OELETED hereby: - 




















{ENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 





een, FULL NAME Ending Oate | Social Security 


OFFICIAL USE 
First Middle Mo. Vr. .| Number : 
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if any item on this page is amended, you must answer in full ail other items on this page and file with a completed and signed execution page. 


DO NOT WRITE 8ELOW THIS LINE .... OFFICIAL USE ONLY... 
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FOR APPLICANTS OTHER THAN SOLE PROPRIETORS, 
PA RTNE RSH IPS AND CORPORATIONS Date as stated on the execution 

(Answers in response to ITEM 8(c) of FORM “27 or Form 3D.) pageof FORMADYV s> 2_= 

|. Full name of applicant exactly as stated in Item 2(a) of Form ADV: or IRS Empl. ident. No.: 'BD Bccommanyue> Shis 

Form 5D: Scnedule: 

1, Name under which business is conducted if different: 
L 

F 


| Ill. List below any person, inctuding a trustee, who directs, manages, or participates in directing or managing the affairs of applicant. As to eacn 


Schedule Cof —-.-) = went 




















person listed beiow, state his titie or status and describe the nature of his authority and his beneficial interest in applicant. Place an aster.s< 
(*) beside the names of persons for wnom a change in title, status, or interest is being reported. Place a double asterisk (**) after the nares of 
persons which are ADDED to those furnished in the most recent previous filing. 





Relationship 
FULL NAME Beginning Title Social Security Description of Authority 37d 
Vate or Number Ceneficial Interest 
First Middle | Mo. | Yr. Status 


























SIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 
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'V. List below names reported in the most recent previous filing pursuant to this Item which are DELETED herebv: 


FULL NAME Ending Date Social Security 
Last First Middle | Mo, | __Yr Number 
ei Mg 
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failure to keep accurate books and records would violate the Federal securities laws and may result in 


disciplinary, administrative, injunctive or criminal action. 


INTENTIONAL MISSTATEMENTS OR OMIS 











| 








WARNING 





If any item on this page is amended, you must answer in full all other items on this page and file with a completed and signed execution page. 
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OFFICIAL USE 


oy eg ANP 
v) 


lean g me O 
Scheduie D of 2:0 


(Answers in response to ITEM 11 of FORM ADV or ITEM 12 OF FOR‘ BD. ) 

NOTE: (a) Complete a separate Schedule DO for each natural person named in Items 2(a), 8 or 9, of any 
Schedule thereunder, except that Schedule D need not be furnished for any person who meets both 
of the following conditions: (1) he owns less tnan 10% of any class of equity security of applicant Date as stated on “m2 oe 
and (2) he is not an officer, director, or person with similar status or functions. ecution.page of FORM AOY 


Complete a separate Schedule D for each person subject to |°* heigl 


: es anying %..12 
any action reported under Item 10. Silt 
schedule: 


i 











State all names in the order of last name, first name, 

full middle name., If any person legally has only an 
initial, so indicate after th 

Applicants who are completing Schedul: in ressonse *o Item 
11 of Form ADV should alse complete a separate Schedule 

D for: (1) each member of applicant's investment committee 
or similar group, if any, which determines or approves 
what investment advice snall generally be rendered by 
applicant to any client. or to whicn clients such invest- 
ment advice shall be rendered, or (2) in the absence cf an 
investment committee or similar group. each person 
associated with applicant who determines or aoproves what 
investment advice shall be rendered by applicant to any 
client, or to which clients such investment advice shall 
be rendered. 


sation on a timely basis, or t 


Federal securities laws and mey result in 


1. Full name of applicant exactly as stated in item 2(a) of Form ADV OL scorn 3D: IRS Empl. ident. \c. 








ion. 


Il, Full name of person for whom this Schedule is being IRS Empl. 





NSTITUTE CRIMINAL VIOLATIONS 


ident. No. or 
Soc. Sec. No.: 








11, (a) Residence address of person: (Number and Street, City, State, ZIP Code) 





riminal act 


(b) Date of Birth: | (c) City of Birth: (d) State or Province: The) Country: 
| 
| 








| 
IV. NAMES USED: Furnish below alist of all names Other than name stated in Item il of this Schedule 
individual has been known by or has used including maiden name if applicable. if no other names used, state “None.” 
Last | First Middle 





V. EDUCATION: Furnish below a description of the education for the person aamed in item Ii of this Schedule (include name and tocation of last } 
high school attended, name and location of any college or university attended, degree received and year it was received.) 


iTS OR OMISSIONS OF FACTS MAY CO 





Vi. BUSINESS BACKGROUND: Furnish below a complete, consecutive statement of al! business experience and employment for the past ten 
years. List the most recent position first. If none, state "None." 








: n Ensing Sate 
‘Name of Firm and Address Kind of Business | Exact Nature of Connection Beginning Date 3 Sate 
or Employment i ; 











failure to keep accurate books and records would violate the 
disciplinary, administrative, injunctive or c 


INTENTIONAL MISSTAT 





Vil. PROCEEDINGS: If any answer to any paragraph of item 10 is “Yes with respect to the person for whom this Scheduie is being comp!erec 
furnish the following details: 





Apoli U Y . 

Parag : Name and Location of Court, | 

Giastise Title or Description Agency, Jurisdiction or Natureand Oeste of and Dispascon 
of rscvnee’ oF Actions Seif-Regulatory Organization of Proceeding 
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If any item on this page 1s amended, you must answer in fult ail ather items on this oage and file with 2 completed and signed execution 
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FURM ADV 
Scheduie E of sit y = OFFICIAL USE 


(Continuation Sheet) 








Date as stated on the execution page of 
FORMADV, or Form BD ac- 


compinyi is S 
(Do not use this Schedule as a continuation sheet for Schedules A, B, C, and D.) panying this Schedule 








1, Full name of applicant exactly as stated in Item 2(a) of Form ADV Or !orm BD: IRS Empl. Ident. No.: 








item of Form 
(identify) 
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failure to keep accurate books and records would violate the Federal securities laws and may result in 


disciplinary, administrative, injunctive or criminal action. 
INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 


WARN LNG: 











If any item on this page is amended, you must answer in full ell other items on this pege end file with a completed and signed execution page. 
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JVCHEDULE F OF FORM ADV 
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(Answers in Response to ITEM 12 of Form ADV and ITEM 4 of Form ADV-S) 


sul 





1, Full name of applicant exactly as stated in Item 2(a) of Form ADV.[IRS EMPL. IDENT. 
NO. 








o 





Date as given on the execution 
page of the Form ADV accompany- 
ing this Schedule. 
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failure to keep accurate books and records would violate the Federal securities laws and may re 


disciplinary, administrative, injunctive or criminal action. 
INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 





. 
. 





If any item on this page is amended, you must answer in full all other times on this 
page and file with a completed and executed page one. 





WARNING 
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SCHEDULE G OF FORM ADV OFFICIAL Utt 
STATE SUPPLEMENTAL INFORMATION FORM 
(OO NOT FILE WITH THE SECURITIES AND EXCHANGE CONMISS TON) 











SUPPLEMENTAL STATE INFORMATION FOR THE STATE OF: 








ES ciaiheere 


Full name ot applicant exactly as stuteu in Item 2(a) vi Form ne ai Empl. [de 





Answer the tolluwing questions Dy relerriny Cu che Special Instruction Sheet toc 
this state. Supply vualy tne intormation required therein and indicate as appro- 
priate the iniormation supplied. 
YES no 
I. ADMISSION OF FOREIGN CURPORATION IN STATE OF APPLICATION. 
(a) Has applicanct applied tor or been admitted to do business 
AE a se oo Oe ee ees > 3s ee 
(>) TE “yes, give : 
(1) Date ot admission: » (include certiticate 
where required) or 
(2) Date of application: 
(c) Is applicant “in good standing" in its state of incorporation? 





on a timely basis, or the 


ities laws and may result in 





ion 


NVESTMENT ADVISER BOND. 
(a) Attached is the required surety oond in the penal amount 
OE. ss fe ia), SS) Pa ge Fe) eye ieee. tw! fe s" Jorvin. “water Saige 
(b) Attached is a form indicating: 
1. Cash deposited in a satisiactory depository in 
NIRA) Pe: be ae) Ze) 50) Ro te ek ce! ee We ee, Aes Reece 
2. Certiticates of deposit, deposited in a satistactory 
Sepository ia Che Amount Of. << s-.s+s & hi Ges oe 2S 
3. Securities ceposited in a satisiactory depository .in 
CHE UREOONE OL co. 6 Sos oe Se es eres ew ie tens 
4. Other (Attach explanacion.) 
Applicant claims exemption from the bond requirement ..... 
(It “yes," attach explanation anc evidence showing circumstances 
which relieve applicant trom obtaining dond.) 
l. Has applicant ever been retused 2 bond by a surety 
company? ye iB at Al as Gere SEs oe eee eee 
2. Has applicant ever been subject ot a surety bund 
DOYMERE? 65 6 fe as Sow ee we OR ee ee eee Se eS 
(If "yes," attach explanation.) 
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FINANCIAL REPORTS AND PERSCNNEL INFORMATION. (Checr. wnether applicao 
(a) Attached are copies of applicant's latest certified : 
ciniancial Statemenl) w 2. s sector le Sw Me eee. epee ee 
(bd) Attached are copies of applicant's latest Joint Regulatory 
REpOrs of FOCUS ‘Report . . 2 © % Bb % 6 SSS wi Ne pe Gwe 6 8s 
(c) Attached are copies or applicaut's latest unaudited 
financial Gtatement 2 « 2 % 6.6 oe Se Se ewe es 
(d) Attached are ‘copies of applicant's latest tinancial 
on the torm provided by the state in which application 
BAGG < 6.4 Sis. DS dw’ % , 
(All tinancial statements must de accomganied by the net capital to 
@geregete indebdcedness ratio computations as ot Che same date as those 
reports.) 
(e) Attached are copies of all currently effective suburdinaciion 
MERBONIES. S95. 6. "eins. ase la Le eS yer Sw" Uer epee We ey eres ee a) oe, wo: hers 
(It all are similar in form, attach 1 cupy and a scheaule showing the 
nanie and address o1: each lender, and the dollar value oi the suodoraitatea 
items on each agreement.) 
(1) Submit the uname aud address ot applicant's bau. or banks . . 
(g) Supply a lise oi all persuas who will supervise investment 
BOViSOCLY QCELVIiCLeS in Chis SESTE. 2. 2s, @ @ 282 cee s i 8 
(h) Supply a list ot all persons who will reuder invescment advice 
or solicit clients in chis state. . sols 
(i) Submit numoer ot empluyees .... . ee 
(3) Submit statement o1 qualizicatioas . ~s 
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(k) Submit photograph(s) which has beeu taken within the preceding 
aix months . . 6. 4 ea ee 


(1) Submit tinyerprints in a form acceptable to this state... : inal 


A ee, ee ee ee A, ee ee me a” eee ee 


(Where an item is checked "yes," attach the required documents.) 





: Y 
If any item on this page is amended, you must answer La full all other 


items on this page and tile with a completed and Blyned crxrecucion see 





IV. ORCANIZATIONAL DOCUMENTS AND OTHER INFORMATION: 
(a) It applicant is a corporation, attached are: 
Articles By-Laws Amendments Certification 
(b) Lf applicant is a portnership: 
(1) Attached are Partnership Agreement Amendments 
(2) Partnership Certiticate was tiled in 3 
(state) (county) 
on under Public Acct. No. 
(date) (state) 
(year) 
(3) The eftective date of the partnership agreement is 

















If applicant is a sole proprietor: 
(1) Atcached is a copy of the assumed name certiticate (if not 
applicable, so state) 
(2) This certificate was odcained in on 
3 (state) (date) 
Attached are the tollowing records, forms and schedules: 








1. Investment Advisory 5. Letters of recomsendation 
Contract Forms 

6. Corporate Resolution 

Discretionary or Custody 

Agreement Forms 7. Executed consent to service 

of process (Form Y-2, ir 
Protit-sharing or other applicable) 
Compensation Agreements 5; 


Reports, Analyses, Publi- 
cations, Periodicals, etc. 


(e) Applicant's fiscal period begins and ends 
(f£) Efiective date of registration with S.E.C. 











OFFICES IN THE STATE OF APPLICATION: 


Address Name of Person in Chaerce 





Principal Oifice: 








Branch Oftices: 








STATE WHETHER APPLICANT: 

(a) Had a judgment or order cntered against him in any civil or adainistrari. 
proceeding in which rraud was an element other than chose previously 
described in Form ADV 2c . 0 <jc0 sm 20s 6 6 “6 Se 6 em fe _ YES em 

(b) Has ever been subject to any bankruptcy, receivership or cc 
insolvency proceed. ngs +e Oe 4S SARE Se ea ARES C} ee 

(c) Has any unsatisried judgments outstanding, including against 


any officer, director, JE parvener . « << <0 16 “Ss lene «<6 C] H 
(If "yes," attach explanation.) ; 
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VII. FILING FEE IN THE AMOUNT OF $ IS ATTACHED, 
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FORM ANNYAL SUPPLEMENT FOR INVESTMENT ADVISERS REGIS- 
ADV-S TERED UNDER THE INVESTMENT ADVISERS ACT OF 1940 
SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 





GENERAL INSTRUCTIONS FOR PREPARING AND FILING‘ FORM-ADV-S 





. Every investment adviser which is registered under the Act on the last day of 
its fiscal year is required to file Form ADV-S with the Commission. Form 
ADV-S (and the updated balance sheet required by item 12 of Form ADV) must be filed 
together no later than 90 days after the end of applicant's fiscal vear unless 
applicant's registration has been withdrawn, cancelled, or revoked prior to 
that date. ; 


Failure to file Form ADV-S, in addition to constituting a violation of Rule 
204-1(c) under the Act, will result in the taking of appropriate stevs by 
the Commission to determine whether a Registrant is still in existence and 
is still engaged in business as an investment adviser and may, therefore, 
lead the Commission to order cancellation of a Registrant's registration, 
pursuant to Section 203(h) of the Act. 


3. Any Registrant answering question 2 in the negative which is not, to its 
knowledge, tne subject of a pending Commission investigation or administra- 
tive proceeding, is strongly urged to withdraw from registration by filing 
a notice of withdrawal on Form ADV-W together with this form or as scon as 
possiodle thereafter. Otherwise, the Commission may order cancellation of 
Registrant's registration solely on the basis of Registrant's response to 
question 2 of this form. Covies of Form ADV-W may be obtained from any »ffice 
of the Commission. 


It is essential that, before answering question 3, Registrant carefully review 
its Form ADV which is currently on file with the Commission and the provisions 
of Rule 204-1 under the Act, which sets forth the circumstances in which amend- 
ments to Form ADV, the application for registration, are required to de filed. 
Any Registrant which provides an affirmative answer to question 3(a) should file 
the required amendment(s) together with this form or as soon as possible there- 
after. Failure to do so could result in appropriate enforcement action oy 

the Commission. Copies of Form ADV may be obtained from any office of the 
Commission. 


Note: A Registrant which does not have a copy of its Form ADV which 
is currently on file with the Commission may inspect the Form at the Commis- 
sion's Public Reference Section, 1100 L Street, N.W., Washington, D.C. 20005 
or the appropriate Regional Office, or may obtain a photocopy at a nominal 
charge from the Public Reference Section, Securities and Exchange Commission, 
Washington, D.C. 20549. 


Note: Registrants have a continuing obligation to file any amendments 


to Form ADV within the time limits set forth in Rule 204-1 under the Act and should 
not postpone such filings until the filing of Form ADV-S. 
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Page Two of FORM ADV-S 


UNDER SECTIONS 204 AND 211(a) OF THE INVESTMENT ADVISERS ACT OF 1940. AND THE 
RULES AND REGULATIONS THEREUNDER, THE COMMISSION IS AUTHORIZED TO SOLICIT 

THE INFORMATION REQUIRED BY THIS FORM FROM REGISTRANTS UNDER THE INVESTMENT 
ADVISERS ACT OF 1940. THE INFORMATION SPECIFIED BY THIS FORM (OTHER THAN 
SOCIAL SECURITY NUMBERS) MUST BE PROVIDED PRIOR TO PROCESSING OF THE FORM. 
DISCLOSURE OF SOCIAL SECURITY NUMBERS IS VOLUNTARY, BUT SOCIAL SECURITY NUMBERS 
WILL ASSIST THE COMMISSION IN IDENTIFYING REGISTRANTS AND, THEREFORE, IN 
PROMPTLY PROCESSING THE FORMS. THE INFORMATION WILL BE USED FOR THE PRINCIPAL 
PURPOSES OF DETERMINING WHETHER REGISTRANT IS PRESENTLY ENGAGED IN BUSINESS 

AS AN INVESTMENT ADVISER AND WHETHER ALL INFORMATION IN REGISTRANT'S FOPM ADV 
IS CURRENT. INFORMATION SUPPLIED ON THIS FORM WILL BE INCLUDED IN TEE PUBLIC 
FILES OF THE COMMISSION AND WILL BE AVAILABLE FOR INSPECTION BY ANY INTERESTED 
PERSON. A FORM WHICH IS NOT PREPARED AND EXECUTED IN COMPLIANCE WITH 
APPLICABLE REQUIREMENTS MAY BE RETURNED AS NOT ACCEPTABLE FOR FILING. 
ACCEPTANCE OF THIS FORM, HOWEVER, SHALL NOT CONSTITUTE ANY FINDING THAT 

IT HAS BEEN FILED AS REQUIRED OR THAT THE INFORMATION SUBMITTED IS TRUE, 
CURRENT, OR COMPLETE. INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACT CONSTI- 
TUTE FEDERAL CRIMINAL VIOLATIONS. (See 18 U.S.C. 1001 and 15 U.S.C. 80b-17. ) 


GENERAL: Read all instructions before preparing the form. Please print or 
type all responses. 





(a) Registrant's Investment Adviser Registration Number 
801- 
Full name of Registrant: (If individual, state last, first, middle 


name ) IRS Empl. Ident. No. 
or Soc. Sec. No.: 





would violate the Federal securities laws and may result in 


administrative, injunctive or criminal action. 








TONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS 


Name under which business is conducted, if different: 





Address of principal place of business: (Jo not use P.O. Box Number) 





(No. and Street) (City) (State) — (ZIP Code) 
Mailing address, if different: 

















Is Registrant presently engaged in business as an investment adviser? 
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failure to keep accurate books and records 


disciplinary, 
INTENTIONAL MISSTATEMENTS OR OMISS 


WARNING: 
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Page Three of FORM ANV-S 


(a) Is any amendment to Registrant's Form ADV required to be filed pursuant 
to Rule 204-1 under the Act to correct any information contained in Registrant's 
Form ADV currently on file with the Commission? Yes CJ No 


(b) If the answer to question 3(a) is yes, state whether all required amend- 
ments are attached to this form. Yes L_] No 


Attach on Schedule F of Form ADV a balance sheet, current as of the 
end of registrant's most recent fiscal year, meeting the requirements of 
ITEM 12 of FORM ADV. 





VIOLATIONS 








EXSCUTIUN: The undersigned represents that he has executed this form on behalf 
of, and with the authority of, said registrant. The undersigned and regis- 
trant represent that the information and statements contained herein, including 
exhibits attached hereto and other information filed herewith, all of which 
are made a part hereof, are current, true, and complete. 


Dated the day of 9 











(NAME OF 2EGISTRANT) 


ccurate supplenientary information on a timely basis, or the 





(SIGNATURS AND TITLE) 
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S OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL 


administrative, injunctive or criminal action. 


ailure to keep this form current and to file e 


PF 

failure to keep accurate books and record 
disciplinary, 

INTENTIONAL MISSTATEMENT: 


vING 


W. 
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LITIGATION 





Litigation Release No. 8029/July 15, 1977 


U.S. v. William H. Brown, et al. 
(W.D. Pa., Criminal Action No. 76-281) 


Blair A.-Griffith, United States Attorney for the Western 
District of Pennsylvania, and Paul F. Leonard, Admini- 
strator, and Thomas H. Monahan, Assistant Regional 
Administrator (Philadelphia) of the Washington 
Regional Office announced that on June 29, 1977 
Judge Herbert Sorg of the U.S. District Court for the 
Western District of Pennsylvania imposed a prison 
sentence on Robert Lindsay, Jr. Lindsay had 
previously pleaded guilty to one count of conspiracy to 
violated the securities fraud and the mail fraud statutes 
and one count of securities fraud in connection with 
the offer and sale of over $1.7 million in investment 
contracts of Investors Security Leasing Corporation, 
Monroeville, Pennsylvania. 


Lindsay was sentenced to three years imprisonment 
and three years probation. However, Judge Sorg 
suspended all but sixty days of Lindsay’s prison 
sentence and ordered Lindsay to serve the remaining 
sixty days imprisonment on thrity consecutive 
weekends. Execution of Lindsay’s sentence was stayed 
until July 10. 





Litigation Release No. 8030/July 19, 1977 


U.S. v. Robert Waldman, David E. Dick and Colonial 
Realty Securities Company, inc. 
(U.S.D.C., Mass, Criminal No. 77-00069-C) 


Floyd H. Gilbert, Administrator of the Boston Regional 
Office of the Securities and Exchange Commission and 
James N. Gabriel, United States Attorney for the 
District of Massachusetts, today, announced that a 
jury in the federal court at Boston, Massachusetts on 
July 14, 1977 returned a verdict of guilty on fifteen 
counts of securities fraud against Robert Waldman, 
Chestnut Hill, Massachusetts; David E. Dick, Newton, 
Massachusetts and Colonial Realty Securities 
Company, Inc. of Brookline, Massachusetts. 


The jury found that the co-general partners, Dick and 
Waldman, and Colonial guilty of selling priority partici- 
pations of Colonial, New, and Tri-Realty Investment 
Companies as organized by the general partners as 
Massachusetts limited partnerships. 


Specific violations of the federal securities laws 
included: selling said participation while failing to 


disclose that the limited partnerships had sustained 
and were sustaining huge financial losses, co-mingling 
and misusing limited partnership funds, diverting 
limited partnership funds to affiliates of the general 
partners and paying monthly distributions to investors 
out of capital and loans. 


Colonial, an intra-state broker-dealer organized and 
controlled by the general partners, sold said participa- 
tions to approximately seven thousand (7,000) Massa- 
chusetts investors for approximately thrity-five million 
($35,000,000) dollars. 


Waldman, Dick and Colonial were permanently 
enjoined by consent by the Federal District Court for 
the District of Massachusetts on February 18, 1976 
from further violations of the federal securities laws. 


For further information see Commission Litigation 
Releases Nos. 7267, 7289, and 7815. 





Litigation Release No. 8031/July 19, 1977 


SEC v. INVESCO INTERNATIONAL CORPORATION, 
ET AL. 


(U.S. D.C. N.D. GEORGIA C77-1004 A) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission 
announced that on June 28, 1977 Judge William 
O’Kelly, United States District Judge of the Norther 
District of Georgia, issued preliminary and permanent: 
injunctions against Invesco International Corporation, 
a Nevada corporation with its principal place of 
business in Atlanta, Georgia; Security Management 
Company, Inc., a Georgia corporation with its principal 
place of business in Atlanta, Georgia; Bruce R. Davis 
of Atlanta, Georgia; Daniel Burke of Atlanta, Georgia; 
and Louis Brenner of Atlanta, Georgia. 


The Order enjoins defendants Invesco, Security 
Management, Davis, Burke and Brenner from engaging 
in deceptive acts, practices and courses of business in 
violation of the anti-fraud provisions of the Exchange 
Act; enjoins defendants Security Management, Davis, 
Burke and Brenner from engaging in deceptive acts, 
practices and courses of business in violation of the 
anti-fraud provisions of the Securities Act; and enjoins 
Invesco from violating and Davis from aiding and 
abetting violations of the periodic reporting provisions 
of the Exchange Act. Finally, the Order grants relief 
ancillary to the anti-fraud and reporting provisions by 
requiring Invesco to nominate and recommend for 
election to its Board of Directors a number of directors 
who are unaffiliated with the defendants and who shall 
constitute a majority of the Board of Directors. 
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The Commission’s complaint alleged that defendants 
violated the anti-fraud provisions in connection with 
their sales of stock of an affiliate which owned an 
apartment complex to Invesco and in their purchases of 
stock from Invesco and engaged in a course of conduct 
designed to conceal from the Commission and the 
investing public their extensive business dealings with 
the company. Such concealment was allegedly 
effectuated through causing Invesco to file and in 
aiding and abetting Invesco in filing with the 
Commission and disseminating to the investing public 
false and misleading annual reports and through a 
failure to timely file such reports. 


The Defendants consented to the requested relief 
without admitting or denying the allegations of the 
complaint. 





Litigation Release No. 8032/July 19, 1977 


SEC v. RUSSELL, KENNEDY & HODGDEN, INC., ET 
AL 


(S.D. Tex., Houston) (CA File No. H-77-1080) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office 
of the Securities and Exchange Commission, today 
announced that on July 8, 1977, Federal District Judge 
Woodrow Seals, at Houston, entered an Order of 
Permanent Injunction against Russell, Kennedy & 
Hodgden, Inc., a Houston-based government 
securities dealer, and Milton B. Russell, Montgomery, 
Texas, president of Russell, Kennedy & Hodgden, Inc. 


Russell and Russell, Kennedy & Hodgden, Inc. both 
consented to the entry of the Order without admitting 
or denying the allegations of the Commission’s 
Complaint, filed the same day, which alleged that 
Russell, Kennedy & Hodgden, Inc., Russell and Peter 
B. Edwards of Houston, a salesman for the firm, 
violated the anti-fraud provisions of the federal 
securities laws in connection with the purchase and 
sale of U.S. Government securities and securities of 
federal agencies to banks and savings and loan asso- 
ciations under agreements to repurchase. 


According to the Complaint, Russell, Kennedy & 
Hodgden, Inc., Russell.and Edwards misrepresented 
material facts and omitted to state material facts 
concerning, among other things, the ownership of 
securities covered by agreements to repurchase, the 
source of monies used by Russell, Kennedy & 
Hodgden, Inc. to repurchase securities covered by 
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agreements to repurchase, the issuance of safekeeping 
receipts covering securities sold under agreements to 
repurchase, and the use by Russell, Kennedy & 
Hodgden, Inc. of monies received on the sale of 
securities under agreements to repurchase. 


The Complaint also alleged that in attempting to meet 
their obligations under the agreements to repurchase, 
the defendants employed a “Ponzi” scheme whereby 
they issued unauthorized confirmations extending the 
payment date, issued insufficient funds’ checks in 
order to delay payment, and then effected payment 
using funds obtained from new purchasers of 
securities. This practice resulted in the failure of 
Russell, Kennedy & Hodgden, Inc. to meet repurchase 
obligations to financial institutions totalling over 
$1,000,000. 





Litigation Release No. 8033/July 19, 1977 


SEC v. CHARLES A. CARTER, et al 
(S.D. Miss. J77-0166(R)) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on June 29, 1977, the Honorable Dan 
M. Russell, Jr., United States District Court Judge for 
the Southern District of Mississippi, at Jackson, 
issued an order permanently enjoining Ray A. Jones, 
of Carrollton, Texas, from violations of the anti-fraud 
provisions of the Securities Act of 1933 and anti-fraud. 
provisions of the Securities Exchange Act of 1934. 
Jones consented to the entry of the order without 
admitting or denying the allegations of the Com- 
mission’s complaint. 


For further information see Litigation Release No. 
7929. 








ACCOUNTING SERIES ACT 





ACCOUNTING SERIES REL. NO. 224/July 18, 1977 
see 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13758/July 18, 1977 
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